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Odd 
Lots 


Trading in Odd Lots 
of Listed Securities of- 
fers diversification and 
safety to both the large 
and small investor. 


We have prepared an 
interesting booklet 
which explains the many 
advantages offered by 
odd lot trading on the 
New York Stock Ex- 
change. 


Copy furnished on request. 


Ask for M.W. 587 


100 
Share Lots 


New York Stock Exchange 
39 Broadway New York 


Branch Office—11 West 42nd St. 


























To the President of a 
Dividend-Paying Corporation:— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 

You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
gine, seeking sound securities to add to 
thin holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company 
which will result in wide diversification 
of your securities among these influential 
investors. 

Place The Magazine of Wall Street on the 


list of publications carrying your next divi- 
dend notice. 
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To Buy, To Sell, To Hold 


HIS is the inevitable mental de- 
bate in which every trader and 
almost every investor engages in 

times of market weakness, such as the 
decline which marked the 19th, 20th 
and 21st of July. 

Take the typical experience: Stocks 
purchased in earlier stages of the ad- 
vance show handsome profits. Then 
comes a day of weakness which engen- 
ders no real concern—then a more se- 
vere selling wave. Is it over or will 
the decline go further? Profits are re- 
duced. Shall the remnant be saved? 
Will the market experience support 
here or lower down? Has there been 
enough short selling to provide a 
cushion? 

Now, obviously, there can be no posi- 
tively correct answer to these questions 
which are in everyone’s mind. Indi- 
vidual judgment must be exercised— 
and on what is it to be based? Apart 
from the factor of ones own resources, 
the decision must go back to funda- 
mentals for its basis. 

Admittedly there are market techni- 
calities which should influence the 
trader or the short-swing holder. He 
will give due weight to the volume of 


transactions, the manner in which this 
volume appeared, the extent of the 
movement in the list as a whole and in 
individual groups. He will note brok- 
ers’ loans, the banks’ loaning policy, 
support points, and what not. But after 
all, the great majority of participants 
in the current market have assumed 
commitments for two basic reasons, 
and unless the picture has been funda- 
mentally altered, there is no occasion 
to radically change market policy or 
position. On the one hand, stocks have 
been acquired through a belief in pros- 
pective business improvement and 
recovery in corporate profits which 
will enhance both the value of 
the shares and the income derived 
therefrom. On the other is the well 
founded belief, in view of all that has 
happened since March 4, that funds 
are safer—or at least will better pre- 
served purchasing power—in com- 
mon equities than in cash. Decision to 
buy more stock at the lower level, to 
hold what has already been purchased, 
or to sell, should rest then on a con- 
sideration of these objectives. 

In other words, has the outlook for 
business recovery been altered or the 


threat of a depreciated dollar abated? 
We think not. 

Of course, the business factor is not 
without its complexities. It has become 
apparent that production has outrun 
purchasing power for the time being. 
Will consumption catch up under the 
stimulus of the N.R.A. program for 
higher wages? Again, how severely 
will the higher wage costs cut into 
corporate profits? If it is assumed that 
the N.R.A. program will be as success- 
ful as now indicated, the business out- 
look would seem to warrant ignoring 
even so drastic a decline as the 40% 
drop just experienced. Particularly is 
this true so long as reduction of the 
gold content of the dollar and its 
weakness abroad continue as live pos- 
sibilities. 

On full appraisal of such fundamentals 
many who might have sacrificed their 
stocks in the recent decline not only 
sat tight with old holdings, but acquired 
more as the selling wave spent itself. 
They displayed justified and warranted 
confidence in ultimate recovery not only 
to old price levels but to still higher 
ones as the new economic experiment is 
carried forward to success. 
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Mid-Year Dividend Forecast 
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A Threefold Investment Service 
geared to today’s opportunities 





If you are a new reader—or if you have not been reading The Magazine of Wall Street regularly—then you 
may be unfamiliar with the comprehensive investment guidance enjoyed by our subscribers. If you have not 
participated in the recent market advances—if you want to benefit through further business improvement or 
in the event of inflation—then you cannot afford to overlook this 
opportunity to subscribe. 
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’ Analyses and recommendations point out outstanding invest- 
ment opportunities as they develop. 
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2. It tells you when to buy—and sell— 


In every issue, the fortnightly market article gives you our opin- 
ion as to the short-and-long-term prospects of the security 
markets. It is invaluable in determining when to make new 
purchases—in knowing which of your securities to hold. No 
security recommendation holds good for ever and careful watch- 
fulness over your investments is essential for success. 










3. It offers consultation privileges— 













‘ Subscribers are entitled to consult our Personal Service Depart- 

, ment for replies by mail or by wire, concerning securities they hold or consider buying, and as often as desired. 

The only stipulation is that not more than three listed stocks or bonds be inquired about at any one time to 
facilitate prompt replies. 
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sale. And, because of the cost of preparation, it can be offered only with yearly subscriptions. You can se- 
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The Trend of Events 


hours. But it is far more than a mere effort to spread 
work, for present employes are not to receive lower 
wages than they have been receiving. Otherwise there 
would be no enlargement of buying capacity. And 


* —Somethin for Silver employers are urged not to raise prices except as a last 

to & resort, thus further increasing purchasing power. If 

— oe this bold program should succeed the depression would 

Britain Converts be buried. No doubt about that. Six million people 

e —The M arket Pros pect po etna in thirty days would create a tidal wave 

But what if it should fail? Would not the shock to 

en the rising morale of the country be as dangerous as an 

1. IT MUST UR audacious President has, with undue lag in wages and employment? And it may 

n- BE DONE characteristic impetuosity, fail; first because of impossibility of compliance on 

a launched the nation on the most _ the part of hundreds of thousands of employers—espe- 

7 fascinating adventure in the domain of the psychology cially the little fellows, and, second, because of prema- 

“se of economics that has ever been attempted in modern ture price raising. Still in the red, swamped in debt, 

times except during war. In effect, he has undertaken without cash resources or credit, how can the weak 

to restore prosperity immediately through an appeal — employers increase their payrolls without ruin? There 

- to everybody forthwith to increase employment and is no assurance that the additional money they pay 

payrolls without waiting for increased business. Create out on Saturday will return to them on Monday in 

purchasing power, is the idea, and you make business. _ increased business. If it doesn’t they will have to close 

é If the nation is hired’ in mass it will buy in mass. Cut their doors. That will certainly not increase employ- 

tly out the normal lag between reviving business and ment—to say nothing of wiping out a socially im- 
growing payrolls, the President urges. He fears that portant group of independent proprietors. 

rit. production is expanding so much faster than payrolls It is true that the President is merely trying to do 

“h and purchasing power that we shall soon run into an- _in a hurry what the Industrial Recovery Act will effect 

other crisis of saturation of the markets—even whil through the industrial codes of fair competition, in the 

we are still in dire want. : course of time—and with the force of law. But the grad- 

nt General Johnson talks of putting six million men ual adoption of codes, framed to protect the little 

ok back to work by Labor Day by the simple process of fellow, is something quite different from an almost 


inspiring employers with the will to reduce working 


overnight “voluntary” adaptation to a blanket code of 
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minimum wages and maximum hours under the spur 
of public disfavor and discrimination if the change is 
not made promptly. 

We hope that recovery will proceed so rapidly that 
the little fellow can get by—and we know that he will 
do his best to meet the President's patriotic appeal. 
There is no turning back now. The great drive must 
win! Every man must do his level best to make it win. 
If it wins, good times will be with us soon—if it loses, 
they will be deferred beyond the time indicated by 


the splendid progress already in course. 


_ 


MORE 
MARGIN 


O informed person would claim 
that heavier margins would ren- 
der the stock market invulnerable, 
no matter how onerous brokers’ requirements became. 
Nor would heavy margins save speculators or investors 
from losses. Many a man has written off his most 

severe capital shrinkages against stocks purchased for 

cash and put away in the box. For outright ownership 
has a way of lulling the investor into a false sense of 
security. 

But heavier margins would act as a checkrein upon 
the public’s tendency to overtrade. And they would 
be progressively salutary if they were stepped up 
steeply on a sliding scale of percentages. Margins that 
would discourage pyramiding on paper profits would 
put an end to such episodes as the recent sheer drop 
of fifty and sixty points in the alcohol stocks. For 
pools could no longer unload on a gullible following 
drawn into a boiling market on dangerously thin mar- 
gins. 

Brokers individually have made considerable prog- 
ress in the right direction. Margins have long been on 
a much more conservative basis than the generally ac- 
ceptable “ten points” of twenty years ago. But all 
tendency to deviate from strict requirements should be 
removed by a rigid Stock Exchange ruling. The matter 
is too vital to be left to the discretion of member 
houses. The public, having lost, will be the most severe 
critics of the leniency they welcomed when stocks 
were booming. Better for the Exchange to act firmly 
but wisely now than to have bungling reformation 
forced upon it next December. 


—_ 


SOMETHING FOR Ce nearest approach to 


SILVER achievement by the Eco- 
nomic Conference was 
in doing something for silver—a somewhat nebulous 
something at that. But it is good to see one of the 
American delegates—Senator Pittman—returning with 
something more than goose-eggs. Subject to ratifica- 
tion by their various governments, the silver group 
of the Conference drafted this program: India is to 
limit its sales of Treasury silver to 35,000,000 ounces 
annually, Spain to 5,000,000 ounces, and China is to 
sell none at all. The silver producing countries are 
to absorb govetnmentally from their own product as 
much as the other countries may sell. The silver pro- 
ducing countries and those which are large holders or 


users of silver are to agree to take steps to stabilize 
silver. All governments are to refrain from further 
debasement of their silver coinage and endeavor to sub- 
stitute silver coins for small-denomination paper cur- 
rency. This scheme does not restore silver as standard 
money; it is merely an effort to improve the price of 
silver as a commodity. That objective meets with 
unanimous approval, but we do not like the idea of 
the United States having to absorb—as may be possible 
—silver from other producing countries into its treas- 
ury as a basis for silver certificate circulation. The 
game is hardly worth the candle. Our silver produc- 
tion is a negligible factor in our economic life, and 
the effects enhanced value of silver might have on our 
trade with China may be too dearly purchased by 
dilation of our currency. The restoration of bimetal- 
lism is something else. Bimetallism or symmetalism, 
may be desirable if it can be established that the world 
is not producing gold enough for metallic reserves, but 
the dilution of our currency at the rate of $25,000,000 
a year may be a costly means of subsidizing silver and 
a dubious way of encouraging trade with the Orient. 


a 


S a £260 British government bond 

at 2!'4 per cent interest better 
than a $1,000 bond at 5Y% per 
cent? That is the question which the latest British 
conversion step puts up to holders of $137,000,000 
worth of gold dollar British bonds floated in the 
United States in 1917. If you own such bonds you 
can keep them and take your present high interest 
rate in dollars or you can convert them and take your 
low interest in pounds. Of course, the question of 
what will be the better realization at maturity in 1937 
must also be taken into consideration. 

Since the conversion is to be effected on the basis 
of $3.85 to the pound, the proposal is of course an 
inducement to holders to sell the pound short with 
the prospect of covering at $3.85. Such operations if 
carried on in any quantity would force the dollar 
upward against the pound thereby bringing about the 
forecast of Mr. Neville Chamberlain, which was made 
immediately before the conference was announced, to 
the effect that the dollar would soon strengthen from 
natural causes. In other words, Great Britain is show- 
ing she will not sit by indefinitely while the dollar- 
sterling exchange rate is fixed entirely by the domestic 
policies of the United States. 


BRITAIN 
CONVERTS 


—_— 


THE MARKET 
PROSPECT 


ROM now on the public 
will be less prone to snap- 
judgment, giving more con- 
sideration to what is being done to their currency and 
closely watching industrial news and earnings state- 
ments. Our most recent investment advice will be 
found in the discussion of market trends on page 359. 
The counsel embodied in this feature should be con- 
sidered in connection with all investment suggestions 


elsewhere in this issue. 
Monday, July 31, 1933. 
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PERCENTAGE SCALE 


How Far Can This Market Go? 


Drastic Reaction Strengthens Position and Gives 


Greater Promise to Longer Term Outlook 


By A. T. MILuer 


a new high record for the year, the stock market 

fell off ominously. On the second day it broke wide 
open. On the third day it did likewise. On the fourth 
day, which happened to be Saturday, July 22, it steadied 
and the resistance points of the previous day were not 
violated. On the following Monday stocks rallied convince- 
ingly. 

The trading volume on the day the high price record 
was set was 6! million shares. On the first day of the 
deluge it rose to nearly 747 millions. On the second day 
it was more than 8 millions, and on the third day it topped 
9Y, millions—the heaviest turnover in three years. 

How severely prices suffered is best told by the aver- 
ages. From the low of the year, registered just before the 
banking holiday, to the high reached on Tuesday, July 18, 
there had been an advance of 51 points in the average of 
a representative group of rails and industrials. In three 
days 21 points were clipped off the gains scored by the 
Roosevelt market. This meant an abrupt cancelling of 
40 per cent of the rise. In other words, the market passed 
through a severe reaction which would normally have 
required about 30 days to accomplish, in the brief space 
of three trading sessions—or fifteen hours. 

In individual stocks the contrast was marked between the 
standard issues and the volatile “imagination” stocks which 
pools had whirled to unconscionable heights. Standard 
issues gave up from 10 to 15 points, with some of the 
higher priced shares losing around 20 points, as was their 
proportionate due. Now turn to three of the alcohols. 
One nose-dived nearly 61 points, another was close beside 


ar the day immediately following the making of 


it with a loss of 60 points. The third dropped 53 points 
before it leveled off. 

There was another point of difference between the stand- 
ard issues and the “imagination” stocks. There was an 
orderly market for the conservative stocks nearly every 
point of the way down. But in the highflyers, trading was 
demoralized, specialists were swamped with orders, and 
several-point price variations between sales were common. 
However, taking the good stocks and the speculative coun- 
ters, the week of July 22 witnessed one of the sharpest and 
swiftest reactions, on a percentage basis, in the history of 
the Stock Exchange. 

Grain and various other commodity prices duplicated the 
debacle in stocks. Wheat lost 26 cents a bushel in two 
days, cotton slumped $7 or $8 a bale in short order, and 
rubber prices were sheared of about half their recent sharp 
advance. The retreat from inflationary price advances 
was so general that in two or three days it became an 
all-around rout. The wheat market had to close, and 
when it reopened later, prices were pegged at minimum 
levels, with daily fluctuations limited to from 4 to 8 cents, 
either up or down, on various grains. For the week follow- 
ing the break the Stock Exchange, in order to give hard 
pressed clerical forces a chance to straighten out snarls and 
bring their books up to date, limited trading sessions to 
three hours a day. 

Observers will probably differ as to what caused the 
break. The plain fact of the matter is that the market had 
worked itself into a weak technical position. Margins were 
too thin and in some groups stocks were distinctly over- 
bought. At precisely this time, came the Washington ad- 
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monition that purchasing power must be raised in 60 
days. England announced her loan conversion which was 
interpreted as an attempt to stem the advance of the 
pound. Finally the banks began to mark down the loan 
value of some stocks, particularly the “wet” issues and 
the hour of reckoning arrived. It was inevitable, although 
its timing and severity were unheralded. 

Judged without sentiment, the break was a good thing 
for the future of the market. It cured numerous weak- 
nesses and emphasized new realities. Among them is the 
fact that talk of inflation or devalu- 


recovery, without a pause. This action testifies strongly 
to the undiminished vigor of the demand for stocks which 
was able to reassert itself despite the crippled condition of 
probably thousands of accounts. 

It is probably true that many “dead. horses” were left 
in the path of the selling deluge. And, though the market 
completed its reaction in three hectic days, it should require 
a few weeks to restore the market structure in preparation 
for the resumption of a broad advance. If the market moves 
in orthodox manner—something which the current furore 
makes it unsafe to rely upon—it 
should test the lows of July 21 before 





ation of the dollar has become a tre- 





mendous force in the elevation of 
stock prices, as well as prices of com- 
modities. The threat of inflation, 
however, has not rescinded the law 
of supply and demand. Wall Street 
has a little too complacently assumed 
that stock prices were geared to fluc- 
tuations of the dollar in foreign ex- 
change markets. The dollar did rise 


Stocks having dipped at their 
lows to just above the levels of 
mid-May, can now be purchased 
with more confidence than at any 
time during the last two months. 


getting into its renewed upward 
stride. Because the market since it 
became inflation - inspired has not 
been an orthodox affair, it would 
seem wise not to wait too long for 
buying opportunities at lower levels. 
Indeed, any and all reactions in the 
way of a secondary decline may be 
regarded as outstanding buying op- 








when stocks broke, but its rise ap- 
peared to be more of a reflection of 
the drop in stocks than anything else. Moreover, its rise 
was very slight in comparison. In terms of francs, the 
dollar rose only 4 1/3 per cent, from July 19 to July 21, 
while stocks fell nearly 212 per cent from their tops. 

The plain facts of the matter seem to indicate that while 
stocks may be geared to the dollar and undoubtedly will 
respond to future inflationary developments, there will be 
considerable leeway for them to do some “free-wheeling” 
on their own—either forward or in reverse. In the future 
the stock market will probably strive to keep this lesson 
in mind. If it does, the reaction, heartbreaking as it was, 
will have been worth all it cost. 

At least, the drastic price correction has had the effect 
of clearing the atmosphere. The need of it had long been 
apparent and its long postponement had placed the market 
on a false basis. The immediate effect, therefore, was to 
bring into the market, in volume, buying orders from many 
sources previously unfriendly to the continued advance. 
These people regarded the break as an almost unexampled 
buying opportunity. For this reason the market was able 
to right itself in a remarkably short time and distress sell- 
ing was so quickly absorbed that the market was in full 
swing on a sizable rally within three or four days after 
low prices were reached. Within a week nearly half of 
the loss had been recovered. The grain markets also rallied 
sturdily, aided by crop statistics which produced buyers 
willing to take over weakened accounts at sharply higher 
prices. : ! 


Most impressive has been the fact that neither the stock 


nor the commodity price breaks has generated any per- 
ceptible pessimism as to the longer outlook. This attitude 
is in marked contrast to what happened last autumn. The 
stock market required 30 days then, to go through a 20- 
point reaction, from about mid-September to mid-October. 
And the sentimental reaction was far worse than the per- 
formance of stocks; hope crashed along with stocks. Popu- 
lar sentiment went back to the low level of the previous 
June when the commonly held view was that we were “‘on 
the way out.” Now, only a few days after what might 
have been a disheartening break, hope is as high as ever. 
Technically, something is also to be made of the fact 
that the market average of rails and industrials found sup- 
port fully 5 points above the high level of last September. 
Considering the velocity of the decline, it would not have 
been surprising had the market reached that level. In fact, 
the surprising thing was that it didn’t: It: was also sur- 


prising that the market. was able to go from reaction into 
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portunities in the rails, in utilities, 
oils and mines, and in the stocks of 
favored industries. There is no doubt that the second phase 
of the Roosevelt market, which should get under way in 
late summer or early autumn, will carry prices of standard 
issues and speculative leaders well into new high ground. 
The experience has always been, in a constructive market, 
that autumn gains exceed those of the spring. 

Therefore, while there may be considerable backing and 
filling, the market should be regarded as now in a very 
advantageous buying zone. ‘In fact, we believe that stocks, 
having dipped at their lows to just above the levels of mid- 
May, can now be purchased with more confidence than at 
any time during the last two months. 

The news from industry continues encouraging. The 
usual summer recession in some lines, long delayed, is now 
becoming evident. There is nothing abnormal nor alarm- 
ing about it, and it should shortly give way to the better 
feeling of autumn. The response to the President's appeal 
for the blanket code and the furtherance of “Nira’s” aims 
has been enthusiastic. Fundamental business improvement 
furnishes the background that should spell success. Carp: 
ing criticisms are likely to fade out in the improving busi- 
ness picture. 

Recent estimates give validity to general impressions of 
business gains. The National Industrial Conference Board 
has it that business activity to mid-July recovered about 
40 per cent of the ground lost between June, 1929, and 
March of this year. According to the Federal Reserve 
Board, the volume of industrial production as measured 
by the seasonally adjusted index, rose from 77 per cent 
of the 1923-25 average in May, to 89 per cent in June. 
The rate was 60 per cent in March. 

The Labor Bureau’s June index of factory employment 
rose to 62.8 (1926 as 100), against 58.7 in May, and 55.1 
in March. The payroll index for June rose to 43.1, against 
38.9 in May, and 33.4 in March. Labor's purchasing 
power is gradually being built up and the same may be 
said of agriculture. It is estimated that the farmer's cash 
income in June was 37 per cent more than for the month 
in 1932. Despite the break in the grain markets and other 
farm products widely traded in, the Labor Bureau's index 
of farm products showed a rise from 61.1 to 62.7 in the 
week of July 22. Dairy products, hogs, corn and eggs are 
producing more cash than a year ago, and some districts 
are reporting the best retail sales in three years. It is said 
that increased farm spending in the autumn is likely to 
reveal that even accumulated stocks of finished goods are 
short. (Please turn to page 404) 


THE MAGAZINE OF WALL STREET 
me 





raisi 
tion’ 
pow: 
ing 
thro 
oti 

Moy 
raise 
salar 
worl 


What the Rubber Dollar Means 


to Business and Investment 


Price Stabilization by Managed Currency or 
by Nationally Managed Business—Which? 


By THEoporE M. KNAPPEN 


“Let me be frank in saying that the United States seeks 
the kind of a dollar which a generation hence will have 
the same purchasing power and debt paying power as the 
dollar value we hope to attain in the near future.” —Bomb- 
shell dropped into the International Economic Conference 
by President Roosevelt on July 3. 


HIS sensational pronouncement was immediately in- 

terpreted to mean that President Roosevelt was 
intent upon the introduction of a managed currency 
in the United States when the domestic price level shall 
have returned to what it was in 1926 or whatever other 
point the President may have in mind. It was further in- 
ferred that when that level was attained the President 
would exercise his authority to devaluate the gold dollar 
accordingly. 

But when a member of “the brain trust” was cautiously 
asked whether a managed currency was on the program, he 
warily refused to make a direct answer, finally saying 
cryptically: “Watch what General Johnson is doing about 
the control of production.” 

The inference, of course, was that at present the Presi- 
dential program looks to affecting the price level by control 
of production rather than control of the currency. 

A managed currency, according to this view, may come 
later, but the price level is first to be boosted by control 
of production and 
direct expansion 


in Washington that the President has definitely aban- 
doned, for the present at least, all thought of monetary 
inflation, either through devaluation of the dollar by re- 
duction of its gold content or by inflation of the mone- 
tary circulation. Being freed by suspension of the gold 
standard from external complications, he is represented 
as concentrating on the plan of raising price levels by 
direct manipulation of business through the operations of 
the Industrial Recovery Act, the Farm Relief Act, vast 
expenditures on public works, re-opening of closed or 
curtailed banks, expansion of credit through the open 
market operations of the Federal Reserve banks, and 
various other measures authorized or directed by recent 
legislation. 

In March and April the President inclined to con- 
trolled currency inflation, whatever the form; today he is 
believed to have made a complete about face—so far as 
handling the present problem of business recovery is con- 
cerned. 

Raising the price level is the first objective, then stabili- 
zation. But how is stabilization to be effected—so that 
we shall have the “kind of dollar which a generation 
hence will have the same purchasing power and debt pay- 
ing power as the dollar value we hope to attain in the 
near future”? Grave doubt is entertained as to how ef- 
fective nationally planned and co-ordinated business can 
- be to that end in 

the long run. 





of purchasing 
power. This in- 
interpretation is 
now supported 
by the bold ad- 
venture, inaugu- 
rated on July 21, 
of immediately 
raising the na- 
tion’s purchasing 
power and limit- 
Ing production 
through a patri- 
Otic voluntary 
Movement to 
raise wages and 
salaries, shorten 
working hours 
and increase em- 
ployment. 

It is even said 
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The consensus of 
opinion is that 
the management 
of currency is in- 


PRICES dispensable, with 


or without return 
to the gold 
standard. This 
opinion is based 
on the idea that 
secular price 
changes are more 
dependent upon 
money than 
upon production. 
Production, it is 
argued, steadily 
increases over. a 
period of years, 


W931 1933, FM AM J but the expan- 





ciasieseimianiiis 


for AUGUST 5, 1933 





1933-——. ve 
— sion of money 


361 





does not keep even pace with it. Hence, is the conclusion, 
money must be managed to accommodate the fluctuations 
in production if a stable price level is to be maintained. 
Money is here used in the broad sense—including bank 


proclamation the United States had a controlled currency 
on the bank deposit, or credit, side. Incidentally, it is 
interesting to note that the Federal Reserve deflation of 
credit in 1920 was opposed by Governor Strong. If he 
had had his way then, it is said, the country would not 


credit as well as currency. 
The idea is not new. 

years ago from the point of 
view that under the uni- 
versal use of the gold 
standard prices were pri- 
marily determined by the 
amount of monetary gold 
in the world and/or by the 
control of it. One of the 
plans for stabilizing prices 
was to limit the production 
of gold by an international 
agreement of the gold-pro- 
ducing nations. The other 
was to substitute an index 
dollar (or other gold unit) 
for the fixed weight unit 
which we have had. This 
plan was popularized in the 
United States by Prof. 
Irving Fisher. In brief, he 
would increase the gold 


It was first entertained many 








Managed Currency in a Nutshell 


A managed currency is one that is so controlled 
that it makes for a stabilized price level. Assuming 
that price is in the main a balance between money 
and goods it proposes to keep prices level by chang- 
ing the volume of money or the commodity value of 
gold in the dollar. The latter is effected by frequent 
compensatory changes in the weight of gold in the 
dollar as prices go up or down. The gold standard 
would be retained but it would be an elastic stand- 
ard. With the gold standard system eliminated, a 
managed currency is simply a matter of regulating 
the volume of legal tender. The objective of a man- 


have experienced the violent price collapse of 1920-21; 


and if he had lived and 
been in authority in 1927- 
29 Federal Reserve policy 
would have prevented the 
excesses of that boom 
period and, corresponding- 
ly, its deplorable after 
effects. 

Now that we are no 
longer tied to the gold 
standard, although nominal- 
ly it is still with us; and 
actually in determining 
prices in foreign currencies, 
the question arises whether 
it need be considered at all 
in adopting a “compensated 
dollar,” as the commodity 
index dollar is sometimes 
called. With gold prac 
tically out of the picture, 
it would seem that regula’ 


weight of the dollar or de- 
crease it in order to offset 
price variations from an 
established level, as re- 
vealed from time to time 
by an index of wholesale 


aged currency is the maintenance of fixed purchasing 
power for money—so that the dollar lent will always 
be, in effect, the dollar repaid. 


tion of currency and credit 
would be sufficient. From 
a strictly domestic point of 
view gold would be super- 
fluous to the establishment 








commodity prices. There 


would be no gold in 

circulation, but all forms of money would be con- 
vertible into gold bullion. All the gold reserves would be 
held by the Government, and in place of them the banks 


would have gold certificates. They would be unlike the 
present gold certificates in that while they would represent 
a fixed number of dollars they would not represent a fixed 
weight of gold, the latter being subject to change as often 
as once a month accordingly as prices rose or fell. 

If the price level rose, the gold content of the dollar 
would be proportionately increased; and correspondingly 
reduced if prices fell. At the same time the gold certifi- 
cates would be altered in volume by withdrawal or fresh 
issues in order to keep their total in a fixed ratio with the 
gold stock. Recognizing that while changing weight of 
the dollar would indirectly affect the amount of currency 
and credit in circulation, prices are primarily determined 
by that amount, Professor Fisher would also invoke open 
market operations by the Reserve Banks. 

The original Goldsborough Bill which attracted so much 
attention in the 73rd Congress embodied the Fisher scheme. 
In the then prevailing orthodox view that the gold dollar 
was sacredly immutable, it was eventually changed to a 
mandate to the Federal Reserve banks to manipulate the 
price level through all the powers within its control, such 
as open market operations—the buying and selling of Gov- 
ernment obligations—and the rediscount rate. The latter 
form of the bill was essentially the same as that of the 
bill introduced into Congress in 1926 by Representative 
Strong of Kansas. 

Actually, the objective of this bill as of a managed cur- 
rency—price stabilization—was practiced by the Federal 

system so long as the late Governor Strong of the 
New York Federal Reserve Bank, dominated Federal Re- 
serve policy. From 1922 until 1927 the American price 
level was quite steadily maintained. In effect and without 
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of a compensated dollar if 
the country were to remain 
as at present on an incontrovertible currency basis. 

The Government and the Reserve System could obvi- 
ously control the amount of money in such a way as to 
maintain a stable price level. But gold is so associated 
with ultimate value in the popular mind that it is thought 
necessary to keep it in the picture, even if in so doing it 
is deprived of every trace of fixity of value supposedly 
conferred by the mint stamp. Otherwise it would cer: 
tainly be more workable to eliminate gold in law as well 
as in practice. With a controlled paper currency, money 
could be considered as merely a negotiable certificate to a 
given quantity of goods or services; merely a means by 
which titles to them would be passed from hand to hand 
or accumulated. If the volume of business needed more 
or less money to maintain a given price level it could be 
easily accommodated. Under the gold standard or any 
substantial standard money has the attribute of a com: 
modity as well as that of legal tender. 

At least one solid and conservative country—Sweden— 
now has a managed currency. For more than two years 
Sweden has maintained approximately level prices entirely 
through banking processes, the government refraining, 
course, from currency manipulation. The United King’ 
dom has, in a way, done the same thing, although without 
definite adoption of a commodity index base. Domestic 
prices have been maintained fairly stable ever since that 
country left gold, thanks to a firm policy of anti-inflation 
by the Government, and currency and credit control by 
the Bank of England. 

Whatever the proposed technique of arriving at a dollar 
that wil! have the same purchasing power through the 
years, the objective is always the maintenance of an un 
changing general level of prices. Individual commodities 
will go up and down according to the variations of supply 
and demand but, theoretically, if their variations amount 
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to enough to affect appreciably the aggregate commodity 
index — say of the 784 commodities of the U. S. 
Bureau of Labor Statistics a compensating change will be 
effected in prices through adjustment of the currency. If 
potatoes, for example, so increased in price as to affect the 
index the compensatory adjustment of the currency would 
reduce the price of other commodities. On the other hand, 
if some commodity, bread for example, declined in price 
enough to affect the index to the point where the com- 
pensating mechanism would be called into play, other prices 
would slightly rise. 

The question might be raised of whether a fixed price 
level would not bring about stagnation in the improve- 
ment of technique and the development of invention. The 
gain incentive to the introduction of better machinery or 
processes is the economic motive of progress. The inventor 
or exploiter counts on increased profits, although eventually 
lower prices tend to result. In his book on “Planned 
Money” Basil P. Blackett argues that the situation would 
not be essentially changed. Taking steel for illustration, 


he says that a reduction in the costs of production would - 


eventually benefit the consumers of steel in lower prices. 
Those consumers, having to pay less for steel than before, 
would spend more money on other products; eventually 
there would be an all-round expansion of demand for 
other commodities, causing their price to rise; thus leaving 
the index number at par or moving it back to par. At 
this stage the prices of many commodities will be higher 
than before, but 
their costs of pro- 
duction will not 
have increased. 
The result 
would be that the 
stockholders in the 
industries produc- 
ing the benefited 
commodities would 
have an extra mar- 
gin of profit to 
their credit. The 
stockholder might 
be content to drop 
the discussion at 
this point, but Mr. 
Blackett insists 
that part of the in- 
creased margin of 
profit must be di- 
verted to an in- 
crease of salaries 
and wages, so that 
the entire com- 
munity may profit 
by the new process 
or invention. This 
insistence reminds 
us that a stable 
Price is not a 
panacea for indus- 
trial ills. There 
Must still be 
economic planning 
and compulsion. 
But the fixed gen- 
eral price level 
would, it is 
assumed, result in 
a virtual elimina- 
tion of booms and 
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slumps in business. At present a new invention, if ex- 
ploited during a slump, only makes the depression worse. 

It would appear from the foregoing that the consumer, 
as such, might often have a complaint on the score that 
a price depression of magnitude at one point in the price 
list would cause him to pay more for other things in the 
‘Shyer of maintaining the index level. He might actually 

out of pocket by reason of the increase of prices of 
goods he buys resulting from a decrease in something that 
he does not buy at all. The answer to that is that it is 
presupposed that his increased income resulting from his 
share of the increased margin of profit all ‘round would 
be much greater. 

The investor might not find a fixed price level entirely 
to his liking. The ideal situation for the man who is 
entirely or chiefly dependent upon income from bonds or 
other sources of fixed income is that created by a slowly 
falling price level. Not being a wage or salary earner, or 
a stockholder, he would not share in the increased re- 
muneration that would be expected for services under a 
fixed price-level regime. Indeed, he would have to pay 
more for the personal services rendered to him. On the 
other hand, the interest-eater would be absolved from his 
present risk of rising prices reducing his real income. This 
would be offset by the probable loss of most of the chance 
for an appreciation of the value of his bonds. 

This diminution of the attractiveness of investments in 
fixed income securities, together with the greatly enhanced 

probability of divi- 
dends and steady 
prices of equities 
should operate to 
divert capital from 
bonds to common 
stocks. This would 
not be an unwel- 
come diversion ac- 
cording to some of 
our new deal 
economists, who 
consider that from 
now on the great 
problem of main- 
taining a balanced 
economy is to 
spend much for 
consumption goods 
and have little left 
for new _ produc- 
tion capital. As 
they see it, savings 
are in a large 
measure a_ curse, 
because they are 
an inducement for 
the creation of 
debt in the financ- 
ing of increased 
production — at a 
time in the world’s 
economic develop- 
ment when the 
real problem is to 
keep consumption 
up to production. 

Under the 
regime of the 
compensated 

(Please turn to 

page 401) 
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Industries Embark on Extensive Program to Recreate Buying 


Power. 


Will Increasing’Labor Costs Be Offset by Larger Volume? 


Can Prices Be Controlled to Prevent Living Costs from Rising 
as Rapidly as New Consumption Is Generated? 


Profits or Losses Under the 
New Codes 


By Jutrus Kien 


Former Assistant Secretary of Commerce 


able to swing into action on such a wide front in 

the code “sector” of President Roosevelt's indus- 
trial recovery drive is that business has, for years, been 
preaching and working toward self-regulation through the 
codes and rules of its trade associations. 

To the average citizen the widespread discussion of codes 
comes as a decided novelty, but to those in touch over the 
past few years with the countless organized activities of 
American business, the current fervor of code analysis has 
many, long familiar aspects. And this past experience is 
well worthy of careful scrutiny at this time particularly 
because of its pitfalls which are bound to recur as business 
undertakes its nation-wide codification program. 


Sr of the principal reasons why business has been 


Only a Beginning 


In the first place perhaps the outstanding lesson of that 
experience has been the vital conclusion that the codifica- 
tion of an industry's supposedly best practices does not 
solve its problems; it really begins them. All too many 
executives of trade groups seem to feel that the conclusion 
of the code ends all worries; on the contrary, the code 
simply sets up and defines the objectives to be attained and 
it is the extent of that attainment which will measure the 
degree of our progress toward recovery. 

The most deftly drawn code in the world is a mere 
futility of veriiage unless it becomes a reality as to job- 
making and as to competitive malpractice correction. It 
must, therefore, be effectively equipped with result-getting 
machinery along this line, otherwise it becomes nothing but 
a bit of pious hokum. 

Many of the codes thus far formulated have been worked 
out in good faith with these objectives in mind. In other 
recent cases, however, it is clear that the code is being used 
as a subterfuge to accomplish purposes not at all stipulated 
in the Act. Some of these purposes are legitimate, long- 
desired reforms; others are distinctly more dubious. But 
in any case the new codes can certainly not be used by 
industry as a convenient hold-all for putting through a 
collection of sundry improvements in its accepted standards 
of behavior, however laudable they may be. The consum- 
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mation of miscellaneous pet hobbies of the different fac- 
tions which exist in every sizeable industry is clearly not 


the intended purpose of this profoundly serious re-employ- 


ment effort. 
Simplicity Essential 


And, conversely, from the point of view of governmental 
authority, the codes cannot be the means of accumulating a 
vast array of detailed, over-precise regulations and stipu- 
lations. Those -in charge of this great experiment are 
evidently fully conscious of the many advantages of 
simplified, readily understood codes capable of widespread 
adaptation. They have wisely declared that they will not 
countenance any attempt to regiment the limitless com- 
plexities of American industry with elaborately detailed 
marching orders and meticulously exact restrictions. Indus- 
trial leadership would be prudent indeed if it adhered to 
this principle rather than to try for official sanction for 
a long array of minute formulae. 

One of the first obstacles in the enforcement of the codes 
will obviously spring from the fact that the industrial 
structure of the nation is by no means confined to a small 
number of large, readily accessible plants. Millions of work- 
ers are employed in what the census described as “establish- 
ments” which are little more than back-rooms, attics, or 
cellars of dwellings. To bring these “plants” under the 
corrective influence of the codes is a task of appalling per 
plexities and the enforcement efforts of the associations 
should therefore be given every possible backing on the part 
of the press, the consumers, and the nation as a whole. 

As one phase of this grave problem of code enforcement 
it may be noted that scores of industries of major job 
possibilities are in this category of home-work, of the 
old “putting-out” system whereby manufacturers supply 
families with partly finished goods for further preparation. 
To police this dark jungle of our industrial order is obvi 
ously out of the question for any governmental regime; the 
possibilities of bureaucratic excesses, fraud, and mountain 
ous tax burdens are too obvious to require comment. But 
much can be accomplished by a vigilant press, vigorous 
trade association leadership, and, above ll, genuinely 
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collaborative consumers, both as individuals and through 
clubs and countless other organizations. 


Marginal Producers 


Another difficulty in code procedure is the danger of 
constructing its rules so as to condone the inefficiency of 
marginal producers. If its terms are framed with that in 
mind, in the hope perhaps of enlisting the endorsement of 
some additional elements in the given trade, then the code 
will certainly defeat its own purposes. It will burden itself 
and its consumers with unwarranted costs which are bound 
to encourage some rival industry or other competitive 
group. This possibility was clearly indicated in the un- 
fortunate experience of various European cartels whose 
codifications of trade standards and practices were geared 
to the weaker, less progressive members of their crafts with 
disastrous consequences to the entire industry. 

No code will long survive the vigilant scrutiny either 
of the officials in charge or of the general public which in 
any way entrenches reactionary antiquated methods or 
monopolistic desires. The prescriptions of the law are 
quite plain on this point. Certainly one of the outstanding 
reasons for American industrial achievement has always 
been and will, let us hope, continue to be the maintenance 
of fullest liberty for initiative, for new methods, new ideas. 
No attempt to codify the status quo into permanency can 
stand in the way of this ever restless urge of the American 
industrial spirit toward new objectives, new goals. 


Industry Has Tried It Before 


One fortunate thing about this “new” business co-opera- 
tion or partnership with government is that it: isn’t: new at 
all. Happily it has not been necessary to resort to entirely 
novel devices and methods. During the fiscal year 
1932, for example, no fewer than 416 nationally-known 
trade associations were reconstructing their trade codes and 
practices in partnership with the Bureau of Standards, the 
great business scientific laboratory of the Department of 
Commerce. Their total recorded membership was then 
105,000. That means 105,000 individual American com- 
panies and corporations. co-operat- 
ing with Uncle Sam to eliminate 
industrial waste through  simplif- 
cation and standardization, . Simi- 
larly, the Bureau of Foreign and 
Domestic Commerce had close 
trade practice contacts with about 
500 of the 1,200 national commer- 
cial trade associations. The Bureau 
of the Census, too, has long main- 
tained close relations with hun- 
dreds of associations which have 
supplied it and continue to supply 
it with basic trade data for census 
figures. 

Even more to the point in this 
connection, trade associations have 
for 12 years attempted to regulate 
business through the important 
Federal Trade Commission trade 
Practice conferences. Such a regu- 
lation closely approached a legal 
status. However, the handicaps 
of the restrictions of Federal anti- 
trust laws oftentimes nullified or 
seriously cramped regulatory pow- 
ers of industrial agreements. Sell- 
ing below cost, price discrimina- 
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tion, rebates, secret allowances—all more or less well-known 
unfair trade practices were discussed and even listed. But 
the trade practice conference regulations were not always 
easily enforced, and more often than not lacked the un- 
animity without which self-regulation could not work. 
About 25 per cent ef the national associations at one time 
or another attempted Federal Trade Commission trade 
practice regulation. 


Self-Regulation 


What is new, and vital, and of vast importance, in the 
National Industrial Recovery Act, is that now practically 
every trade association, large and small, is given the oppor- 
tunity to do what so many have tried in the past; namely, 
self-regulation of industry. Furthermore, a unanimity of 
effort is prescribed by law and is given the powerful sanc- 
tion of a great federal agency. 

The law specifically prescribes that “upon application to 
the President by one or more trade or industrial associations 
or groups, the President may approve a code or codes of 
fair competition for the trade or industry or subdivision 
thereof.” In general, the requirements are that the indus- 
try or trade association shall be truly representative (appar- 
ently about 75 per cent of both volume and numbers), shall 
impose no inequitable restrictions to membership, shall not 
promote monopolies, and. shall,.grant labor the free and 
unquestioned right to join associations of its own choosing. 
And, the two absolute essentials in the first codes, without 
which no code will, be even,.considered, are definite mini- 
mum wages, (for the lowest unskilled labor class. at. least) 
and definite maximum hours. The general aim is towards 
a 30- to 34-hour week, witha minimum present weekly 
wage of around $14—subject to increase later as_ things 
improve. 

The President's blanket. code, calling upon the entire 
country to co-operate immediately by raising wages and 
reducing hours, promulgated on July 21, calls for a defi 
nite pledge from ‘every employer of labor to observe the 
conditions set forth in the accompanying summary. 

The marshalled forces of public opinion are to be aroused 
to support this national or blanket code, pending the sub- 
mittal on the part of each indus- 
try or trade of its own code. The 
final date has been set as of 
September 1, after which date the 
President will exercise his power 
to, proclaim hearings and prescribe 
codes for such industries or trades 
as may not have by then submitted 
their own codes. 

Hundreds of national trade as- 
sociations have been diligently en- 
deavoring .to reconcile the many 
conflicting points of view in the 
formulation of suitable codes. Sev- 
eral score tentative. codes have 
been:.prepared. It is interesting, 
in the light of the new blanket 
code of the President's, to compare 
the various codes already in tenta- 
tive form. 

A pretty general national agree- 
ment seems to exist for the 40- 
hour week provision. Exceptions 
are noted in the cases of National 
Retail associations, where the cut- 
ting down of present hours to, 40 
might seriously interfere with their 
essential function of service to the 
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public. Thus the National Retail Dry Goods Association 
proposes a 48-hour week, whereas the first tentative draft 
of the National Association of Retail Grocers makes provi- 
sion for 48 hours for women and 54 hours for men. In 

" certain regions, the lumber and timber producers also stipu- 
late a 48-hour week. 

The matter of minimum wages offers of course a more 
complicated picture. Whereas the President’s code stipu- 
lates a minimum of $12 for the white collar employee in 
the smallest town, running up to $15 minimum in the cities, 
and $14 a week wage for labor, industry itself proposes 
variations running from $9 weekly for female help in cer- 
tain retail establishments, and a minimum of $20.40 for male 
employees in certain lumber regions. In between lies a 
series of wage scales, in which industry is itself attempting 
ry arrive at an equitable wage scale for the type of work 

one. 

The cotton textile industry proposes to establish two na- 


specifically ban child labor. In certain industries, of 
course, calling either for a high degree of specialization or 
mature physical development, the child labor problem has 
not been as prominent as in others. 

From the point of view of labor it is thus evident that 
the codes are sweeping forward on a wide frontal attack 
toward the objectives of higher wages, lesser hours, better 
social and working conditions. But, from the point of 
view of management, of course, the vital question is how 
the increased costs arising from the above labor improve- 
ments are to be met. There is bound to be a lag before 
buying activity is resumed. Workers are likely to use 
their increased compensations to pay up old debts, to help 
distressed relations and in many other ways before they 
increase purchases of consumer goods. It seems, therefore, 
to be highly essential that this grave difficulty of manage- 
ment and ownership in our trades and industries be fully 
considered on a parity with the solution of the serious labor 


tional zones, north 
and south, with 
minimum of $13 
and $12, respec- 
tively. The rayon 
weaving, soil pipe, 
shipbuilding and 
clothing industries 
likewise accept the 
two zones of north 
and south, making 
in general a slight 
differential in fa- 
vor of the north- 
ern district. The 
general average, 
ever, seems to 
run close to be- 
tween $12 and 
$14. The Presi- 
dent’s $14 wage 
rate per week 
would _ therefore 
not be out of line 
with the majority 
of sentiment in in- 
dustry, ‘with cer- 
tain exceptions, 
and, of course, 
making _ suitable 
provision for be- 
ginners, certain 
types of tempo- 
rary and “outside” 
employees, and 
perhaps in some 
isolated cases cer- 
tain minor office 
help. Some indus- 
tries will probably 
declare for a lower 
minimum wage, 
perhaps $12. 
Almost. uni- 
versal unanimity 
exists with res 








A Summary of the President’s Blanket Code 


Abolish child labor (all children under 16 except that children between 14-16 
may be employed 3 hours a day, but not in manufacturing or mechanical indus- 
tries, and then only during daylight hours.) 


Not work any office employee, store clerk, or delivery wagon employee more 
than 40 hours a week nor to reduce the hours of any store or service operator 
below 52 (unless they were below 52 on July 1, 1933, in which case they will not 
be reduced further.) 


Not to employ any factory or mechanical worker more than 35 hours a week, 
except that they may work 40 “hours for any 6-week period” between August 
1 and December 1, 1933, (but no employee shall work more than 8 hours in any 
one day). 


Exceptions are where a business employs not more than 2 persons, and is located 
in a town of less than 2,500 population not part of a large trading area. 


(a) further exceptions— 
Pharmacists 
Professional persons 
Managers and executives receiving over $35 weekly 
Certain specialized employees, who shall be compensated by 
at least time and one-third for all in excess of maximum. 


Office and clerical employees (the “white collar” class) shall receive a minimum 
of $15 -in cities over 500,000; $14.50 in cities from 250,000 to 506,000; $14 in 
cities down to 2,500; in towns under 2,500 population wages to be raised 20 per 
cent but not exceed a minimum of $12. 


Factory and mechanical shop employees shall receive no less than 40 cents an 
hour, unless hourly rates in 1929 were lower; when 1929 rates shall prevail pro- 
vided they were not below 30 cents. Minimum rate guaranteed whether on piece- 
work or time rate. 


' All present wage levels must be maintained and eventually increased to take 


care of present differentials. 


Price increases must be only in actual conformity with inereased cost of pro- 
duction, replacement or invoice cost, taxes or processing fees. 


Existing contracts as of June 16 to be revised in accordance with actual price in- 
creases as provided in 8. 





— 





problems just 
mentioned. 

As a partial con- 
tribution in this 
direction the mat- 
ter of price con- 
trol, or, actual 
price fixing, has 
received a great 
deal of attention. 
This is especially 
important to al] 
distributing trades, 
although, of 
course, of vital in- 
terest to manufac- 
turers as well. In 
general, codes are 
providing for a 
prohibition of be- 
low-cost selling. A 
general definition 
of below-cost sell- 
ing is not now 
available, but 
might be termed 
roughly __replace- 
ment cost, plus 
distribution cost. 
Just where an 
average is to 
found, or a set 
percentage, has 
not yet been deter’ 
mined. This calls 
naturally for spe- 
cialized and care- 
ful knowledge and 
information. 
Declarations for 
open price lists 
and open price 
concessions are 
many, with defi 
nite declarations 
against secret price 


to the banning of child labor. Since the article was 
written into the Cotton Textile Code, the phrase “minors 
under 16” has become practically as common as the provi- 
sion for a 40-hour week. Notable exceptions occur, espe- 
cially in the present tentative codes in the distribution field. 
The petroleum and the shipbuilding industries do not 
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concessions, rebates, premiums, and various other forms 0 

price and credit abuses. Production control, on the other 

hand, is provided for only in a few cases. Petroleum 1s a 

notable example of the allocation of production provisions. 

Industry as a whole realizes that it is the aim and 
(Please turn to page 399) 
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France Fights for Gold 


With Exports Falling, Foreign Exchange Credits 






Depleted, the Budget Unbalanced and Industry 





O the French the world is turned upside down. After 
ce the war they suffered great hardships as the penalty 

of that inevitable inflation which won the war in a 
fiscal sense. “Never again!” said the people of France 
with one voice. And they set out to become the world’s 
exemplars of sound money. 

They achieved their goal. Relative to population they 
amassed the greatest gold reserve the world has ever seen. 
They have put over 90 cents in gold behind every dollar's 
worth of their currency, and the gold coverage of deposits 
and currency is about 80. The franc became the very 
symbol of monetary impregnability, and the foreign finan- 
cial relations of the Republic were so adroitly controlled 
that the franc was unshaken while even the dollar wavered. 

The national policy of maximum commercial self-con- 
tainment was thus supplemented by a seemingly unassail- 
able monetary and financial independence. Austria, Ger- 
many, England and finally the United States deserted their 
gold-built strongholds, but France still stuck to hard money. 

Now, after all their 


Slowing Up, Investors Demand Adherence to Gold 


By Joun C. 





CrESSWILL 






the inflation that followed the war robbed them of 80 per 
cent of their savings. Another depreciation of the franc 
seems to promise final ruin. Overthrow of gold in the 
present temper of the solid stratum of French society might 
mean revolution or at least the coming of a reactionary 
government. The French rentier is immune to every argu- 
ment that the course of world events has turned his citadel 
of sound money into a death-trap, and that his devotion to 
gold may be the ruin of French business. He cannot see 
that in standing by gold he may presently have to confront 
a shattered national economy. 

When the International Economic Conference broke 
down on the rock of French insistence on monetary sta- 
bilization, the French, just as much as the Americans, 
packed their bags and went home to fight the battle out 
on lines of intensified nationalism. If France had no im- 
portant foreign trade, the world could spree with cheap 
money as much as it pleased and France could go, carefree, 
the golden way. Buta measure of such trade is vital. She is 
lacking in many important 
raw materials. To import 





sacrifices and their fidelity 
to the financial religion of 
a sound monetary system, 
broadly founded on gold, 
the French find that virtue 
is far from being its own 2! 
reward. Inflation and 
abandonment of gold have 
swept the world, the in- 
violate franc draws a flood 
of imports to the peril of 
domestic industry and 
raises a barrier at almost 
every port of the world 
against French exports. 
Public revenues decline and 
private profits wane as 
taxes rise, and the Govern- 
ment, confronted by a 
thrifty population that de- 
tests taxes worse than 
poison, runs into a huge 
deficit of the ordinary 
budget. 

Nevertheless France still 
stands firm for the gold 
standard. Nor is this stand 
a mere bigoted worship of 
gold by doctrinnaire econo- 
mists. It is supported by 
the rank and file of the 
people, who remember that 
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them she must export French 
products. The balance of 
trade sets strongly against 
sia her in a cheap money 
560 world. Day by day it takes 
550 more and more in foreign 
currencies to buy French 
530 goods. One of the greatest 
items in French exports— 
although not of the kind 
recorded in customs house 
=i figures—has been the tour- 
ist business. The general 
depression hit that business 
470 & hard but the flight of the 
460 2 world from the gold stan- 
s dard has hit it harder. To- 
e day, if an American takes 
Es a thousand dollars to 
30 France it will buy him only 
$700 worth of francs with 
410 which to pay his bills. If 
he goes to England he can 
390 trade his dollars for pounds 
at almost par. Not only 
are the tourists avoiding 
France but the great colony 
of expatriates of all nation- 
alities are packing their 
trunks and returning to the 
home lands from which 
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their incomes are now derived in soft money currencies. 

Internally France has so far come through the world de- 
pression with less commotion and distress than any other 
great country. In all of France, with her 42,000,000 people 
there are only 342,000 registered as unemployed. There 
are doubtless many more, but the fact that they do not 
register is a proof that they are not in destitution. Of 
course, the situation has been managed. Foreign laborers 
have been repatriated except in such industries as iron and 
steel the heavy work of which it not to the Frenchman's 


sible, to pay for them in French goods and services. That 
is one of the obvious reasons why France fought to the 
last ditch at the London conference for immediate stabiliza- 
tion of currencies. Every point the sacred French franc 
advances is marked by losses of French business at home 
and abroad. It is doubtless flattering to French pride to 
have the best money in the world—the money to which 
all other currencies defer, but it digs no truffles and dresses 


no snails. 
The French are a tough race and can and will take a lot 


liking, and there has been a 
considerable program of 
public works. But now in- 
dustry is slowing up, prices, 
always high in France since 
the war, are again rising— 
rising not in cheap money 
but in gold—and tariffs 
have been elevated and quo- 
tas remorselessly applied to 
imports. 

After all, France finds 
herself greatly dependent 
upon world conditions. 

Agriculturally, France is 
in a strong position of in- 
dependence so far as sub- 
sistence goes. This year she 
actually has a surplus of 
wheat. But this physical 
surplus is accompanied by 
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Will France Strike Back? 


France’s recent “clerical error,” whereby it was 
announced that she had incidentally tremendously 
increased duties on a long list of American goods 
whilst nominally retaliating against recent German 
tariff increases, is a reminder of what France may 
yet do in the battle for the franc. At present France 
imports from the United States twice as much as 
she exports. In order to offset this drain on her 
gold or her foreign exchange credits she may con- 
ceivably, by quota regulation and higher tariffs, bring 
exports and imports to a balance. In that sort of a 
campaign she will have to meet reprisals, but the 
outlook is that her savings classes will force her to 
the limit of endurance before they will chance an- 





of commercial punishment 
before they will dream of 
giving up the Verdun of 
the gold franc. But 
what always in the end 
compels the suspension 
of gold payments is the 
state of public finances, 
If public expenditures are 
allowed to exceed public 
revenues for any length of 
time credit is weakened and 
there invariably comes a 
moment when inflation of 
the currency must be re- 
sorted to. This is less a 
rigid rule in France than in 
other countries for France 
has always been inclined to 
public deficits. The tax-hat- 
ing Frenchman would rath- 
er have the government 


an alarming price problem. 
For some years high pro- 
tective duties and quotas 


other contraction of their investments. 


borrow than meet current 


bills himself, and being 





always a rentier he is slow 





kept French wheat prices 
far above world levels. 
That policy brought the cherished bread independence 
but it also brought a crash of the protected domestic 
price. The very abundance of native wheat has driven 
it down. Agriculture is still the backbone of France, and 
and the Government is at its wits’ ends to save the wheat 
raisers who had been kept afloat when all other farmers 
were being crushed by the decline of business. At present 
the price of wheat is arbitrarily maintained by law at 30 
francs the quintal above the last open market price. The 
wine growers are also in despair. And both wheat and wine 
producers have struck at one hope of French self-contain- 
ment—imperial self-containment. They have demanded 
duties on the wheat and wine of the colonies, although 
without success. On the other hand the Frenchman has 
begun to demand foreign foods; especially American fruits, 
canned, fresh and dried. 

Industrially, France has developed so much since the war 
that certain industries have passed the bounds of home 
consumption and have thus weakened French independence 
of the outside world. One kind of dependence has been 
converted into the opposite—too much has succeeded too 
little. At capacity the iron and steel industry requires for- 
eign markets for 50 or 60 per cent of its production; even 
the chemical industry between 10 and 20 per cent; and 
textiles, 40 per cent. 

It will require a long time to build the colonies up to 
supply the home market with its cotton, and they are defi- 
cient in petroleum, copper and some other non-ferrous ores. 
Eventually the French share of the Irak Petroleum Com- 
pany may become the virtual equivalent of an adequate oil 
supply within French territory. 

‘Thus the world’s rejection of the gold standard, although 
reducing the prices France has to pay for some of her 
imported ‘raw materials, has made it difficult, if not impos 


Vor 


to lose faith in a govern- 
ment that follows his behests. But he is also a great busi- 
ness realist. The last Parliament authorized the issuance 
of treasury bonds to the maximum of 8 billion francs— 
about 320 million dollars at par—and the first two 
issues did not arouse much public enthusiasm although 
baited with liberal maturity premiums, priced at a dis- 
count, and béaring interest at 41/2 per cent. More lately 
the favorite Gallic device of a bond lottery has been re- 
vived; the investor buys a bond and, perhaps, wins an 
opulent prize. 


Precautionary Measures Taken 


Yet at the end of July, the Treasury was in such a com- 
fortable position that it anticipated half of the borrowing 
of $150,000,000 in May from a group of British banks 
(for exchange regulation purposes) which does not fall 


due until November. Moreover, Prime Minister Daladier 
states that France will put her budget in order when the 
Chamber of Deputies reassembles in October. “It would 
be futile,” said Daladier, “to hope that the solidity of the 
franc can be maintained in a regime of permanent an 
chronic disequilibrium of the national finances.” And he 
added: “It would be senseless to seek by measures of infla’ 
tion or any kind whatever of currency manipulation a 
temporary and precarious means of action which would 
perhaps assure a government of some days of tranquillity 
but which would soon lead the country to ruin.” After 
all, the deficit of 145 million dollars would hardly be con: 
sidered a deficit in the United States. 
Yet the haste in repaying the British loan and) raising 
and providing funds for other purposes through bond 
issues, may be interpreted more as a provision against 
(Please turn to page 402) 
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Things to Think About 


Speculation 


OR some months preceding July 18 speculation was 
loudly acclaimed a constructive factor in the general 
business situation, and the speculator was looked upon 

with high favor. Who deserved more of his country than 
the man who sent wheat skyrocketing, and cotton bounding 
upward like a balloon? The feeling was widespread that 
the speculator had done more to raise price levels than the 
progress of events. By his penchant for anticipation he 
had beneficently brought high prices for commodities and 
stocks many weeks ahead of their normal development. 
What could be a more magnificent public service than to 
spread‘ security by boosting shrinking stock values ten or 
fifteen billions and to stimulate collapsing business by giv- 
ing farmers a billion or so of cash and prospects? 

But when the President fell ill and 
General Johnson talked calamitously; 
and the overdone and overstrung stock 
market crashed and flaming cereal mar- 
kets crumbled, the speculator imme- 
diately felt every man’s hand raised 
against him, and none were so poor as 
todo reverence to speculation. Nobody 
recalled what rising securities prices 
and soaring commodity quotations had 
accomplished in garnered profits or 
added wealth. Everybody had his eye 
on the five or more points that had 
ben broken off a pinnacle three or 
four, or more times as high. None 
recalled the gloom of last March—of 
the long months—when the speculator 
was in hiding and speculation was 
dead. 

But, after all, the speculator is 
bamed for something that he was do- 
ing his best to avoid. He was a bull this 
time, and the markets crashed despite 
him and without the help of a single 
bar. They just fell, as anything falls 
when gravity gets a good chance at it. 
But even if the speculator had been the 
villain, was his deed such villainy? 
Was it an unmitigated calamity for 
the stock and commodity markets to 
take a few swift ones on the chin? It 
was now or later—and for our part we 
prefer the present to the future. No 
doubt, some large paper losses and 
some painfully real cash losses were 
taken. But the total was not large 
enough to do anything but reduce the 
wlume of trading in pit and on floor. 

s didn’t jar general business a 

fraction of an inch out of line. They 
ae large enough to knock reason into 
men headed for speculative mania, but 
tot enough to scare reviving business. 
usiness chugs steadily and serenely 
ipwards, and, by reason of its cropper, 
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speculation also will for a while proceed circumspectly. 
We wish speculation might keep in line with business 
throughout the present expansion phase of the cycle. It 
will not, humans and especially American humans being 
what they are, but that wish being unrealizable we shall 
not tear our hair off should the market backslap from time 
to time; so that their ascending curve, though notched may 
be roughly parallel-to that of business. From a runaway 
market may the good:Lord deliver us, even at the expense 
of some jolting stops! 


A Trade Poser 


For the first time in two years monthly imports exceeded 
—in June—monthly exports. Accord- 
ing to the theory that a currency which 
is depreciated in international exchange 
stimulates exports and reduces imports 
there should have been an unusually 
large surplus of exports. But after 
three months of a shrinking dollar we 
find imports increasing about three 
times as fast as exports. 

One interpretation of this anomaly 
is that the revival of domestic business 
has required more foreign raw mate- 
rial, but that does not explain the fail- 
ure of our exports of manufactured 
goods to gain. The small gain in ex- 
ports was chiefly due to increased cot- 
ton shipments. 

It may be that we are approaching 
the normal position of a creditor na- 
tion, which is an excess of imports. 
The pressure of debtor nations to dis- 
charge their obligations to the United 
States may be exerting a greater effect 
on international trade than the depre- 
ciation of the dollar. Another explana- 
tion may be that the sharp rise in 
domestic prices has offset the deprecia- 
tion of the dollar abroad. If the for- 
eign importer finds that while his cur- 
rency will buy more dollars than it did 
four months ago, those dollars will 
purchase only the same quantity of 
American goods no stimulation of ex- 
ports results. 

A single month of adverse foreign 
trade proves nothing, but if June trade 
is a criterion it is a warning that for the 
present, at least, business recovery is a 
problem in domestic economy. And 
that is the way it is being treated. At 
this stage of low domestic consumption 
the possibilities of expansion of busi- 
ness at home completely dwarf any- 
thing that may be expected from for- 
eign business revival. 
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Wide World Photo 


Georgia Farmers Plowing Under Cotton 


Agriculture’s New Deal 


Price Fixing 


By C. S. Burton 


LL of the usual factors relating to agricultural pro- 
duction are more or less overshadowed by the move- 
ments of the Administration, looking, in a large way, 

to a redistribution of the national income upon what it 
conceives to be a much more equitable basis. It is plain 
that, as a matter of the national bread and butter, any such 
plan of readjustment must perforce, begin with agriculture. 

It is difficult to realize that we have already proceeded 
so far along this line that we are actually collecting a spe- 
cial tax from all of the people for the benefit of a part of 
the people—direct benefit by way of immediate cash pay- 
ment. That, however, is apparently merely a part of the 
revolution through which we are passing. 

The two principal items of wheat and cotton are now 
under the processing tax. Thirty cents a bushel on wheat 
and four and two-tenths cents a pound on cotton. The 
voluntary curtailment agreements, under which these col- 
lections are to be distributed, are being sought from the 
farmers and accumulated. In addition, we are witnessing 
a large scale program of crop destruction in cotton while 
nature is herself cutting down on our cereal production. 
The outlook for agriculture thus continues its kaleidoscopic 
characteristic. 

Moved by the possibility of inflation and devaluation of 
the gold dollar, we have been carried along upon a great 
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Crop Destruction 
Cotton and Grain Markets 


Farm Bounties 


The Outlook 





wave of overdone speculation. There is a fundamental 
difference between acquiring a line of wheat or corn or 
cotton, bought on the anticipation of an acceleraing de- 
mand by millers, feeders or spinners, and the acquiring of 
such lines on the mere anticipation that they can be sold 
to someone for a higher price. 

The speculative frenzy has resulted in a curtailment of 
the hours of trading on the exchanges. Prices, which had 
been driven up to high levels all too rapidly, broke very 
badly. Our entire situation, due in the larger part, ap 
parently, to the outbreak of the speculative spirit, had been 
carried ahead too quickly and too far in advance of any 
solidly conceived recovery. The Chicago Board of Trade, 
where the speculation in grain and provisions is centered, 
has not only curtailed the hours of trading but has set a 
limit upon any one day's price fluctuations. This is, of 
course, tantamount to limiting the volume; for example, 
the limit in wheat is fixed at 8 cents above or below the aver’ 
age of the previous day's closing prices; when whatever bids 
and offers there may be in the market within this limit 
have been satisfied, the market simply comes to a stand 
still. If the market holds its trend overnight it contin 
ues each day from the point at which it left off the 
day previous. 

Speculation in the stock market, which has also brought 
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about the curtailment of trading hours, and that in the 
grain markets, has found its expression in business in in- 
creased inventories which have been built up in many lines, 
anticipating the time when the public may be expected to 
prefer to own goods—commodities—rather than to hold 
currency or corporate obligations. 

As to the wheat market, Nature took the master hand 
and gave speculation a grand fillip. We are reaping the 
smallest crop in many years. Present indications are for 
a winter wheat harvest—now practically completed—of 
less than 336,000,000 bushels, against 462,000,000 bushels 
last year; and a five-year average, 1926-1930, of 590,000,- 
000 bushels. The current harvest, then, is about 57% of 
normal, and for the first time in sixty-five years, we are 
going to need for our own use all the year’s wheat crop. 
Spring wheat suffered from heat and drought; the early 
estimates were cut down to 160,000,000 against the five- 
year average of 206,000,000 bushels and the daily reports 
indicate that even this estimate is considerably too high. 
The crop is to be the smallest since 1893, when the harvest 
was 427,553,000 bushels, but we have 40,000,000 more 
mouths to feed now than we had forty years ago. 

Thus, Nature, ignoring the newly empowered Secretary 
of Agriculture, even as he insists upon ignoring Nature, is 
about to throw our wheat farmers into the shelter of our 
tariff wall, 42 cents high; whereupon we may expect fur- 
ther advances in price, additional height in the tariff wall 
will be demanded, again and again, once its efficacy is 
recognized. Farmers will be but taking a leaf out of the 
book of the industrialists as they have for years clamored 
for an opportunity to do; they, too, will declare that if a 
little is good, more is better. 

How quickly we could arrive at such a situation in re- 
gard to our tariff may be seen in the recent market. May 
wheat in Chicago got up to $1.343@ a bushel on July 17; 
another 2 to 4 cents up, and profitable contracts could 
have been made for cargoes of Argentine wheat to come in. 
Of course, the tariff would have been raised before the 
volume could have grown beyond mere demonstration of 
such a possibility. Rye has been coming in from abroad, 
paying an impost of 15 cents a bushel. Imports have been 
from the Argentine and from Canada. In view of the pros- 
pect for increased use of rye by distillers, we may expect an 
increase in the custom duty levied upon this grain. It 
may even be 


May wheat $1, thus registering a decline of 27 per cent 
from the high. Rye made a high of $1.20 on July 18; the 
opening minimum price on the 24th was 81 cents for the 
May option; marking a decline from the high of 32/2 per 
cent. Under such confused conditions a commentator can 
hardly do more than chronicle passing events. 

It has been announced that, in any event, crop short- 
age or no crop shortage, the acreage curtailment plans 
of the Agricultural Adjustment Administration are to be 
carried through. The wheat harvest having been com- 
pleted, such curtailment will have to do with this fall’s 
seeding; it will not entail destruction of any growing 
wheat. 

In cotton there is a different situation. Planters were 
asked to destroy up to 40 per cent of a crop already grow- 
ing and the staple advancing in price. According to the 
last statement of the Department, more than 10 million 
acres have been offered to the Department for leasing. The 
tasks of examination are under way. 

It has already been said that in some lines there had 
been marked activity in building up inventories. In this 
spurt cotton mills took the lead. June cotton consumption 
was 696,472 running bales of lint cotton—348,236,000 
pounds, if we count full 5CO pounds to the bale—if it 
escapes the processing tax, it means the industry has saved 
itself $14,525,912, which obviously is the reason for 
this unprecedented activity. These June takings are the 
largest reported for any one month since the Census 
Bureau inaugurated its monthly reports twenty-one 
years ago. 

The Administration’s proposal to the cotton growers is 
briefly that in consideration of the destruction of some 
agreed part of his growing cotton, the planter shall receive 
cash, based on his land’s last production, on the following 
schedule: 


Pounds Yield Benefit Payment With 

per Acre per Acre or Option 
100 to 124 $7 $ 6 
125 to 149 $9 $7 
150 to 174 $11 $8 
175 to 224 $14 $10 
225 to 274 $17 $11 
275 and over $20 $12 


An alternative offer permits the planter to take less 


cash and for the balance of the payment acquire options 
on Government 


cotton at 6 cents 
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payments will aggregate approximately $90,000,000.) 

Without going into detail as to the acreage offered in 
the various states, it is interesting to note that Texas offers 
by far the greatest area for destruction. It might be unfair 
to suggest that some large part of this about-to-be-destroyed 
cotton, in view of the heat and drought which has assailed 
the state, might possibly be about-to-be-abandoned acre- 
age. Stranger things have happened. Texas farmers are not 
slow in the uptake. 

Colquitt County, Georgia, is known far and wide for 
its plan for the self-sufficient farmer. We quote from a 
letter, written by one of the original sponsors of the plan, 
under date of July 17, addressed to the writer of this 
article. 

“The campaign for cotton acreage has come to a close 
in Colquitt County, with about 10,000 acres signed up to 
be destroyed. Generally speaking, the destruction of any 
crop would seem to be sheer lunacy. However with 13 
million bales surplus on hand at present our farmers felt 
justified in taking this step. . . . In 1913, our farmers 
planted 100,000 acres of cotton in Colquitt County and 
produced 6,000 bales. For the past several years, our 
farmers have been planting between 30,000 and 40,000 
acres annually and producing from 15,000 to 24,000 bales 
a year. 

Now, what is to be expected from farmers who have 
learned how to build up production from 30 pounds of 
cotton to the acre, far below the average, to 300 pounds 
to the acre, far above the average? The general 
average is just about one-third of a bale, 166 pounds, 
to the acre. 

If improved methods multiplied the old shiftless one- 
crop output by ten, then, simplest deduction leads to the 
anticipation that Colquitt County planters, and the whole 
South for that matter, are going to hoe a little more, plow 
a little more, kill more weeds, all to go a long, long way 
toward making up for the cotton they plow under. To 
think otherwise would insult the intelligence of all agri- 
culture. The farmer’s faith must rest in the hoped-for 
abundance at harvest time. If there is to be a scarcity 
demand for cotton his instinct will induce added care for 
his growing crop remainder. 

Nature is also having a great deal to do with our corn 
crop, upon which we 
must all depend for 


the real market for corn in terms of livestock on the hoof. 
Normally the price of a hundred pounds of pork, on the 
hoof should be about ten times the price of a bushel of corn 
in the crib. With corn at 65 cents and hogs $4.50 a hundred 
in Chicago, a ratio of seven to one, feeders go a little 
slower. The corn-hog ratio is expressed by the number of 
bushels of corn which can be purchased with the money 
received for a 100 pounds of live pork. 

While prices have been shootins upward thus. partly on 
crop prospects and partly on anticipated inflation, the 
Administration has been at pains to announce its insistence 
upon the fulfillment of its program. 

Among the things apparently ignored are the availa- 
bility of substitutes and the effect of our restriction in 
world-market items upon any production of the same items 
abroad. With all due deference one may suggest that there 
is nothing in the record to justify the sanguine expressions 
of those who are working to carry through the so called 
“Agricultural Adjustment plans.” Without elaboration of 
example, one may recall the Federal Farm Board, whose 
terrible mess is partly on our hands even yet; its promises 
and claims were also sanguine. In copper, rubber, coffee, 
mightily sponsored restriction plans and efforts wrought 
demoralization only. With these examples in mind of the 
manner in which producers have always responded to the 
stimulus of an assured higher price, one should not have 
to do any great amount of crystal gazing to visualize our 
agriculturists doing enough intensive farming to offset their 
government leased acreage. 

As to the attitude abroad, the hoped for agreement as 
to wheat sought to be arranged among the exporting na- 
tions; it went to the same resting place as did the World 
Economic Conference in London. The while we curtail 
cotton and wheat production, and ten or twelve million 
hungry men and women need new underclothing and 
hosiery, Egypt is planning to spend $150,000,000 and some 
years of work to overcome evaporation of the waters of 
the Nile—all to double the arable lands of the Nile Valley. 
A great channel is to be cut to carry the waters of the 
Upper Nile around the swamps of the Sudan, where, 
spread out over great area under tropical sun the evapora- 
tion is tremendous. The Nile Valley grows the world’s 
finest long staple cotton. 

Coming back to 
the more immediate 





our beef and bacon. 
In 1932, the crop was 
2,920,690,000 bush- 
els; the Department 
forecast, as of July 1, 
was for a crop of 
2,384,000,000 bush- 
els; the continuance 
of intense heat and 
drought and chinch 
bug ravages has given 
the trade ground to 
expect a radical re- 
duction from this fig- 
ure. 

While corn shared 
in the general ad- 
vance in grain prices, 
the market for hogs 
eased off; inasmuch 
as corn goes to mar- 
ket in the form of fat 
hogs and fat cattle, 
Middle- Western 


SCALE IN DOLLARS PER BUSHEL OF WHEAT 


COTTON AND WHEAT PRICES 





concern of our own 
markets, we may bet- 
ter appreciate the 
2 meaning of recent 
price advances by 
scanning 1932 costs, 


10 as estimated by the 
Department of Agri 
? culture. Last year’s 
8 corn cost 49 cents a 
bushel (including 


land rent); wheat, 75 
‘cents; oats, 36 cents; 
cotton 9 cents per 
pound. These costs, 


SCALE IN CENTS PER. POUND OF COTTON 


. when compared 
with the accom: 
3 panying table of 
prices reveal some: 


thing of the pressure 
! from which agricul: 
ture is endeavoring to 
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Appraising the Outlook for 


the attitude of the aver- 

age investor toward 
municipal bonds was one of 
unmixed and even undiscrim- 
inating respect; the current 
conception was that they con- 
stituted a first lien, even ahead 
of any first mortgages, on the 
entire wealth and income of 
the community, and that they 
would necessarily ride  se- 
renely through the worst 
financial storms. In the course 
of the crisis, all securities were 
given a thorough shaking, and 
even in the municipal field, 
the weak spots began to show 
up, in the shape of defaults, 
moratoriums, and proposals to 
refund or reduce the burden 
of fixed charges. Until re- 
cently, a spirit of disillusion- 
ment prevailed, and municipal- 
ites not only found it in- 
creasingly difficult to borrow 
but their existing securities 
were subjected to shrinkage. 
With the better feeling which 


()'te: a few years ago, 


Municipal Bonds 


Local Finance Slow to Reflect Deflationary 
Trend — Steps Now Being Taken Augur 
Well for More Solid Foundation in Future 


By M. Davi GouLp 








Municipal bonds were regarded in the past 
by many investors as being all good and all 
alike. The experiences of the depression have 
shown that sound financial management is as 
essential in this field as in any other. On the 
whole the record of the municipals has been 
better than that of most bonds but certain weak- 
nesses have been disclosed: overinvestment 
and overborrowing, poor tax collection sys- 
tems, inadequate accounting, and borrowing to 
pay off past deficits. Steps now being taken or 
proposed by municipal and state authorities 
will do much to put municipal financing on a 
sounder basis for the future, and the upturn in 
business which began some months ago will 
strengthen the immediate outlook for municipal 


bonds. 








This is impressive, in view of 
the fact that the total outstand- 
ing debt at the beginning of 
the year was some 16 billion 
dollars; of this 2 billions were 
state debt, 7 billions were the 
debt of cities and towns of 
30,000 population or more, 
and 7 billions of municipalities 
of less than 30,000 popula- 
tion and of special taxing dis- 
tricts (school, water, road im- 
provement, etc.). Twelve years 
ago the total debt of all three 
classes was only 6 billions. 
New issues during this period 
had averaged 1,300 million 
dollars a year, while redemp- 
tion and sinking funds had 
removed only 500 millions an- 
nually. 

The basic reasons for the 
rapid increase in debt were, 
first, the steady movement of 
population to the cities, con- 
centrating the need for expen- 
sive urban improvements and 
tending to ever-increasing ex- 
penditures and indebtedness 








has been evident in the securities markets for the past four 
months, municipals have also benefited. Yet the market 
has become more discriminating in that wider spreads in 
yield are observable than during the prosperity period when 
a municipal was a municipal, nothing more, and as such 
commanded about the same yield as any other municipal. 

What is the outlook for this group now that. we have 
entered a period of higher prices and broader business 
activity? Are their difficulties about over? Have they been 
sufhciently liquidated as a group? 

A bird's-eye survey of the present situation reveals that, 
while by no means an infallible investment, municipals as 
a whole have stood up under the shocks of the crisis far 
better than most other types, particularly considering the 
wide differences of local situations and the rapid increase 
in funded debt in recent years. As of a recent date, it is 
calculated that about 1,120 municipalities were in default 
in one respect or another, or about 1% of the total number.. 
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per capita. This has been going on ever since the founding 
of the Republic, with far-reaching results. The following 
figures give an idea of the process: 


Number of Cities with Percentage of U.S 
Population over 30,000 Population in these Cities 


MOFO si cinceswspicipeess ove 44 13.5% 
T9GO 5, Woe ccc nvcvcccedoces 135 25.1% 
POR viagso vee sibass waabtios see 310 38.6% 


The typical American demand for an increasing stand- 
ard of living also expressed itself in the demand for better 
municipal facilities—paving, municipal buildings, hygiene, 
education, and the like. To take only one example, the 
growth in attendance of high schools amounted to a 
doubling every ten years, a much faster rate of increase 
than the population as a whole, and representing an increas- 
ing burden on local finances. 

The result of these tendencies has been an enormous 
increase in municipal expenditures, up to the crash. A 
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group of 146 cities for which continuous records are avail- 
able since 1903 showed an increase in expenditure by 
general departments from 278 millions in 1903 to 498 
millions in 1913, 1,155 millions in 1922 and 1,730 millions 
in 1929. The lowest rate of increase for any major depart- 
ment was that for highways, which rose 331%, the high- 
est was recreation, which was up 730%, while “miscel- 
laneous” rose 1,564%. 

The increasing rate of expenditure finally outstripped 
even the rapidly-growing resources of the United States. 
From 1880 to 1912, it is estimated, the national wealth 
increased 4.2 times, the national income 4.4 times, while 
total Federal, state and local expenditure increased only 
3.4 times. Since then, Federal expenditures have been 
complicated by the direct and indirect results of the war. 
From 1922 to 1930, significantly, national income is esti- 
mated to have increased 50%; the cost of government in 
146 cities, however, increased 75%. 

The crisis in municipal finance has therefore been a long 
time in the making. With the culmination of the boom in 
1929, additional aggravating factors were added. Real 
estate development had begun to show that it had passed 
the saturation point even earlier—local booms in Florida, 
in the suburbs of Detroit and Cleveland, in North Caro- 
lina, became danger points, in that hundreds of millions 
were invested by private enterprise, mushroom municipali- 
ties grew up with a clamorous demand for municipal 
facilities and consequently for long-term funds with which 
to finance them. In addition, speculative land companies 
in some instances were chartering or annexing cities and 
sending their own officials to act as officers of the muni- 
cipality. Special assessment districts were being created 
without regard to ultimate power to pay. In a few cases, 
bankers were using pressure to induce municipalities to 
put out bond issues out of proportion to their real economic 
strength. 

Along with all these, during the 
boom times, went a disregard fcr 
sound and honest municipal fin- 
ance, for good accounting, and a 
tendency to take full advantage of 
inadequate debt limitation provi- 
sions in state constitutions. In 
Oregon, for instance, as new needs 
developed, new debt limitations for 
specific purposes were simply added 
on to the old, so that it is esti- 
mated the total debt limitation 
was 78% of assessed values. In 
the case of Detroit, overlapping 
country, town and special district 
areas made it possible so far as 
the constitution was concerned to 
incur debt, in the names of differ- 
ent overlapping governmental 
units, up to 50% of the assessed 
value of property in the region 
affected by the real estate boom. 

With such situations prevailing 
at the outbreak of the crisis, the 
fall in real estate values since 1929 
struck the first blow at the struc- 
ture of municipal! finance. Tradi- 
tionally, general property taxes 
have been the mainstay of local 
finance, amounting to some 64% 
of the revenues of the cities with 

ulation over 30,000 and prob- 

y still more in the smaller towns. 
Tax delinquencies began to accu- 


374 





Douglas Photo, from Nesmith 


New York Skyline 


mulate, ranging from 25% to as high as 75% of budgeted 
taxes, and in certain special assessment districts even more; 
they were aggravated by poor tax laws, incompetent muni- 
cipal management, in some cases organized tax strikes, in 
a few by the dependence of the municipality on a single 
industry. The average, which had been 10.5% delinquency 
in 1929, rose 50% in the next two years. 

The banks became alarmed, and often either would not 
or could not advance short-term credit even for the ordj- 
nary needs of the municipality, as by anticipating normal 
tax collections. Often the town itself would have its money 
in a bank which had closed its doors. The beginning wave 
of defaults hurt the credit of municipals generally, and 
made it increasingly difficult to sell new issues. On top of 
this came the resistance of taxpayers, expressed in certain 
states by pressure toward legislation intended to encourage 
the postponement of tax payments, to put limits on the 
rate of taxes to propery values, and to liberalize the assess- 
ment of penalties for tax delinquencies. The municipalities 
found it difficult or impossible to refund maturing debts. 
At the same time, the burden of unemployment relief be- 
ing thrown on local administrations through the absence 
of legislation on this subject by higher authorities, weighed 
down the local authorities by adding to expenditures pre- 
cisely when the deflation of real estate, commodity prices 
and buying power was diminishing revenues. 

The immediate results were deficits and the accumula- 
tion of short-term debts representing short-term borrow- 
ing to the extent possible, and delayed payment of muni- 
cipal expenditures. As borrowing became more and more 
difficult, where the pressure was greatest, salaries were 
delayed, unemployment relief was hampered, and finally 
sinking fund and interest payments on funded debt were 
defaulted. 

In many cases refunding operations were resorted to, 
particularly for the purposes of 
meeting maturing principal, and 
reducing the burden of debt ser- 
vice charges (estimated at $8.54 
per capita in cites of over 30,000 
population, where total expendi- 
tures were $80.33 per capita). An 
outstanding case of forced conver- 
sion and refunding was that under- 
taken by Arkansas, in which 146 
millions of bonds, including those 
of road districts, were refunded 
into 25-year 3% bonds, whose 
sole provision for redemption 
was a fund of $500,000 a 
year, or in other words, 12/4 
millions up to the maturity of the 
bonds. Such action tended to 
weaken the credit standing of mu- 
nicipals in general. It also pointed 
out the difference between state 
and municipal bonds, in that a 
state in general cannot be su 
without its consent, while there 
are definite legal remedies in the 
case of municipal defaults. These 
include the obtaining of a judg: 
ment, and a writ of mandamus 
which compels the local officials to 
levy such taxes as will provide the 
necessary funds to meet the obli- 
gations of the funded debt. On 
the other hand, there is no remedy, 
in the form of actual foreclosure 

(Please turn to page 400) 
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Mid-Year Dividend Forecast 


Part 1—Railroads, Public Utilities, Equipments 


HIS mid-year appraisal 
of dividend prospects, 
now that business activ- 

ity is increasing rapidly, curi- 
ously is almost as difficult a 
task as when business was de- 
clining rapidly. Then, it was 
a question of judging the rate 
of decline in earnings, recog- 
nizing the particular comp- 
any’s financial position, and 
estimating how long one could 
reasonably expect the dividend 
to be maintained. Now this 
situation has been completely 
reversed. It is a question of 
estimating the rate of earnings 
increase, and judging to what 
extent a company will decide 
to build up financial resources 
before paying more to stock- 
holders. 

At the present time, how- 
ever, it is enigmatically true 
that the business prospect is 
better than the immediate divi- 
dend prospect. This is part- 
ly the result of such Govern- 


ment policies as wage-raising, which probably will act to 
make the increase in profits slower than in the recovery 
from other depressions. And partly because the business 
slump has been so severe that much in the way of liquida- 
tion of loans and the building up of a firm financial founda- 
tion needs to be done before stockholders can expect a 








Two fundamental factors, the industry and 
the company itself, are used to form our rat- 
ings. The letters A, B, C and D are applied 
in rating the industry; and the numerals 1, 2, 
3 and 4 in rating the position of the company 
in that industry. Thus: 


INDUSTRY COMPANY 
A—In a strong and expanding 1—Expanding operations; 
position. dominant in field; strong 


financially. 
2—Good potential earnings; 
important company; 
good financial position. 
C—Temporarily depressed but 3—Earnings still relatively 
prospects moderately fa- low; fair financially; 
vorable. business volume mod- 


D—Depressed; declining prof- 
its; no signs of nearby 
improvement. 


B—In a fairly strong and 
stable position. 


erate. 

4—Doubtful outlook; weak 
financial position; un- 
profitable operations. 








The second section of this feature will ap- 
pear in the succeeding issue. It will cover the 
position and prospect for leading companies in 
such major industries as: 

Steel, Metals, Petroleum, Merchandising, 
Automobiles, Accessories, Foods, Chemicals. 








need, and were hoping for, 
an early return on their capi- 
tal. A comparatively high 
price may have been paid for 
the stock of some company 
which, because of greatly in- 
creased business, was thought 
to be a candidate for dividend 
resumption or increased pay- 
ments. Yet, while such a pur- 
chaser may be disappointed 
over dividends for a time, his 
holding, if intrinsically sound, 
is almost certain to prove satis- 
factory over the longer-term. 
Moreover, the insurance af- 
forded by sound common 
stocks against the adverse 
effects of inflation must not be 
forgotten at the present time. 
It is probably because of this 
insurance feature that the 
market as a whole seems in- 
clined to discount a favorable 
prospect rather more liberally 
than usual. Although such 
liberal discounting lays the 
market open to sharp reac- 


tions and makes it difficult to discover individual issues 
which afford a reasonably good return, and are earning it: 
they can be found, and will appeal to the more conservative. 

The following tables have been prepared with the inten- 
tion of affording readers an easy, up-to-date reference on 
the principal industries and the more important companies 








in those industries. More specifically they deal with divi- 
dend prospects, but where these are too remote for 
practical appraisal, an attempt has been made to convey 
the general degree of merit possessed by the particular 
issue. All are accompanied by an investment rating 
which offers simple guidance as to the position 
: and prospect of the industry and as to the com- 
pany’s position in that industry. 


return on their investment. While this is not a factor in 
all industries, nor in all companies of the industries of 
which it is true, it nevertheless applies generally to 
such important groups as the railroads, the 
equipments, and to a large number of 
individual concerns. 
This may possibly disap- | ie 
point a number of those who p 
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Rail Traffic Shows Sharp Gains 


But Ravages of Depression Will 


Take Some Time to Repair 


HE first fifty railroads to report for June showed net 
income two-and-a-half times that of the corresponding 
previous month and also considerably ahead of June, 

1931. Gross for these roads this June was about 14% 
greater than June, last year, but more than 


that this year the majority of railroads will merely succeed 
in more nearly earning their fixed charges and that the 
gains in traffic that have taken place so far and reasonably 
are to be expected for the balance of the year do not hold 

out the promise of anything substantial for 





23% under the gross of June, 1931. 

This is virtually a thumbnail sketch of 
the present railroad situation. The business 
improvement which got under way in the 
spring has been reflected in a constantly 
growing railroad traffic and as the year 
has grown older, comparison has been 
made with the steadily declining trend of 
1932. Moreover, the fact that net was bet- 
ter while gross was so much under that 
of June, 1931, forcefully brings out the 
greater efficiency with which the roads are 
now being operated. It may be contended 
perhaps that part of this apparent increase 
in efficiency is the result of a skimping on 
maintenance, but even making due allow- 





common stockholders. 

Moreover, it is not alone necessary for 
the payment of dividends that the roads 
show earnings on their common. stocks. 
There must first be some rehabilitation of 
impaired financial and physical condition. 
Government and other loans must be paid 
off—in some cases this is now being done. 
Any maintenance that has been skimped 
must be made up. Rolling stock and 
locomotive power must be put in order 
to handle the increased traffic at the higher 
standard of efficiency which has been learned 
as a result of depression. 

These facts should not be overlooked by 
the holder and prospective holder of rail- 














ance for this factor the showing still stands 
out as very favorable. 

From the investor's point of view, however, it is not 
enough to know that the railroads are now doing better. 
He must attempt an appraisal as to whether or not the 
actual betterment and that in prospect has been dis- 
counted by the rise in stock prices which has taken 
place since the spring. Also, what of his receiving a return 
on his investment? 

Prior to the recent sharp setback, representative averages 
of railroad common stocks were selling between 90% and 
110% above their lows of last March. Currently, they can 
be bought a little cheaper, but are still sufficiently above 
the lows to make the question as to how much they have 
discounted a valid one. A glance at the accompanying 
table will show that the earnings on few issues are ex- 
pected to swing from nothing, to something out of which 
disbursements can be made to stockholders. This is to say 


road common stocks lest judgment be swept 
away in the enthusiasm for increased car- 
loadings. On the other hand, it would be just as big 
a mistake to assume that because the majority of these 
issues are not cheap at the present time they will not 
be worth as much, or even more, than that for which they 
are now selling in the not very distant future. Railroad 
stocks possess great leverage. There is first of all the 
leverage which goes with large funded debts and issues of 
preferred stocks. Then there is the leverage which is the 
result of such fixed items as administration expense and real 
estate taxes. 

So far, the upturn in traffic, in the majority of cases, 
has not reached the common stock. But—and this is the 
important point—any moderate further increase next year 
immediately would be translated into sharply higher earn- 
ings on such stock. And with earnings on the common it 
is only a matter of time before the financial and physical 

































































Position of Railroad Common Stocks 
Earned Price Range 
Company ——Per Share. ——1982——.. Recent Divi- Yield Inv'ment COMMENT 
19382 1988* Low High Priee dend % Rating 

Atchison, Topeka & Santa Fe......... $0.65 $1.60 17% 94 “ es C-2 Ultimate dividend resum tion certain, but it will prob- 
ably be a year before pay are fi 

Atlantic Coast Line.................. def. def. 9% 44 46 as a C-3 Large holdings of Louisville & Nashville brighten 
prospect, for the latter is now doing well. 

NOOO By GREG, on cece estaaaces def. Nil 3% 21% 30 wh 5% C-3 Improvement registered and further betterment in 
prospect, but common dividend resumption is not a 
near-term possibility. 

Bangor & Aroostook................. 3.23 3.00 9% 3534 = 62:00 = (6.7 C-2 Present conservative rate may be considered well 

Boston & Maine.................... Nil Nil 4 19% 25 ae oe Giaime of the common are junior to large preferred 
issues. 

Comadian Pacific ..§ 6.04... ccc eeess Nil 0.10 ™% 205% 16 i a C-2 Should do much better this year, but payments on the 
common are not likely in the very near future. 

Central R. R. of N. J......... def. 0.10 26 101 C-2 Asset value is very large, but earnings will have to 
improve further before any payment on the common 
can be expected. / 

Chesapeake Corp............. 00.0005 3.41 3.50 4) 20 2.00 4.6 C-2 Bank leans reduced by sale of C. & O. commen. As 

oe as financial position improves higher dividend would be 
warranted. 
ee —_- —— aoe 
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rehabilitation, of which we have already spoken, is com- 
pleted and such earnings become really available for the 
payment of dividends. 

It is quite clear that most of the rails at current prices 
are not yet discounting this last phase—the payment of 
normal dividends. Inasmuch, however, as their prospect 
of paying dividends is not one of the near-term future, 
it is likely that these issues will be subject to considerable 
fluctuation in market price as the public’s optimism rises 


and falls. 








tory which was prolific of traffic in previous good times. 

Confining the greater part of this discussion to consid- 
eration of the rise in traffic and the price rise which has 
taken place in stock prices has been done deliberately. A 
great deal of space could be taken up with an appraisal of 
co-ordinators, consolidation plans, wage revisions and truck 
competition. And these things are all important to the 
railroad investor. They are, however, very much less im- 
portant than the increase in traffic which has already taken 
place and the further increase which is in prospect. Should 
















































































































































>ceed . : i 
- the Should one decide that the railroad field offers satis- the present outlook for a greater volume of freight be 
rably factory opportunities at the present time for the employ- substantiated, a railroad co-ordinator would be more or 
hold ment of investment and speculative funds, the selection less superfluous, wage revisions would be upward only and 
| for of individual issues should be made with some care. First in amount far from offsetting the benefits of the increased 
and foremost, of course, consideration must be given to traffic, truck competition would assume a normal and minor 
for the freight increase which actually has taken place and aspect, while plans for consolidation, instead of being con- 
oads that in prospect. After this, however, it is suggested that sidered the last resort in the avoidance of bankruptcy, 
rks, preference be given to those roads which have emerged would be interpreted as constructive but taking a minor 
1 of from the depression in at least fair financial condition, for role in relation to the freight movement of the roads con- 
ion. these roads will have fewer loans to liquidate and less cerned. In a word, the railroads of the country have no 
paid skimped maintenance to make up. Finally, some weight problems which a greater movement of freight cannot solve 
one. may be given to past record because, if we are about to and nothing constructive can happen in regard to them 
ped enter a period of prosperity, it is extremely unlikely to neg- which would not be far overshadowed by an increase in 
poe lect, except in a very minor way and for a short time, terri- _ traffic. 
rder 
ther 
ned so E : 
Position of Railroad Common Stocks (Continued): 
by Earned Price Range 
-ail- Company —Per Share. ——1982——. Recent Divi- Yield Inv’ment COMMENT 
ent 1932 1933* Low High Price dend % Rating 
P Chesapeake & Ohio................. 3.05 3.60 9%  ~+31% 43 2.50 5.8 C-2 Dividend well covered by earnings. 
ar’ Chicago & Eastern Illinois........... def. def. % 334 5 . fa C-4 Reorganization under new Federal Bankruptcy Law 
big proposed. Common appears to be of little value. 
Chic., Milwaukee, St. Paul & Pacific.. def. def. % 4% 10 = a C-4 Some improvement registered, but common is very 
ese junior equity. 
not Chicago & Northwestern............. def. def. 2 14% 12 a ac C-3 Highly speculative. 
Chicago, Rock Island & Pacific....... def. | def. 1 16 7 A aa C-4 Reorganization proposed, but recent traffic Iimprove- 
= a 8 eet bas been considerable. 
ad Delaware & Hudson................. def. def. 32 9214 74 ne “ C-2 Holding company’s profits in outside investments are 
the a heartening feature ! 
Delaware, Lackawanna & Western.... def. def. 8% 4574 32 ae 2 C-2 Doing better, but dividend resumotion is not a near- 
of term possibility. 
he BENDA eacit aan iaetses annie sevasweseas def. Nil 2 1134 24 ea a C-8 Should just about cover charges thie year, but eommon 
eal is junior to large preferred issues. 
Great Northern (pfd.)............... def. def. 5% 25 28 <a ‘eng C-3 Considerable improvement shown. 
PURKEE MINDEN is Gienip ccs 0,5) 5'o.8 iw 5.6 def. Nil 434 24% 44 ee ae C-3 Was more than ordinarily hard hit, but has recently 
es, entered the “black.” 
he Kansas City Southern............... def. def. 2% 1644 19 os ue C-3 Recently passed preferred dividend. 
| Ce | aa Ea def. def. 5 29% 20 ds a C-3 Important increase in coal traffic expected soon. 
ar Louisville & Nashville............... def. 8.00 734 88% 56 * ~,  C-2 Dividend prospects promising. 
n- Missouri-Kansas-Texas.............. Nil Nil 1% 13 13 on ply C-3 Common junior to large preferred issue on which 
it dividends are accumulating. 
MIGSORTE ARUNG ocsigs60'5i0 kc isineceeas def. def. 1% 11 7 xs - C-4 Bankruotcy suit brought. Recent rise in common 
al statistically unwarranted. 
OW TOT Mo csiers cccccscsessce def. -10 834 3654 44 ye a C-3 Doing better, but common dividends will have to await 
= at least some liquidation of large loans. 
" N. Y., Chicago & St. Louis........... def. Nil 1% 9% 24 et um C-4 Dividends accumulating on the oreferred. 
New York, New Haven & Hartford.... def. Nil 6 315% 26 Bi me C-3 Further imorovement needed to warrant common 
payments. 
N. Y., Ontario & Western............ 1.34 1.40 3% 15% 11 ne a C-3 Has done well in depression, but common dividend 
prospects are not varticularly bright. 
PIOEDONIE EE WIE oo b65 0.6.05 000.00 55° 11.29 12.00 57 135 160 8.00 6.0 C-2 Present rate seems well assured. 
ENOTES IENII s 6.6.6.656:50:0.654%.0 060500 “se °° <3 6% 25% 26 és at C-8 No financial worries, but common vayments depend 
upon traffic uoturn. 
Woo. <--3 5; 50-3; sce 1.03 1.60 654 83% 86.60 6.4  C-2 Repaying R.F. C. loans. Moderate dividend ceitain. 
Pere Marquette.........cccccccccces def. Nil 1% 18 30 rie ae C-3 Aided by increase in automobile and miscellaneous 
manufacturing. 
Pittsburgh & West Virginia........... det. a... 2 214 26 = ~.  €=8 Should shortly do much better. 
MN Soke ort eters 1.02 3.00 9% 68% 48 1.00 2.2 C-2 Heavily capitalized, though present dividend apoears 
well assured. 
St. Louis-San Francisco.............- def. def. % 656 6 “ ee C-4 Receivers appointed. Stock appears to have little 
teal vaiue. 
St. Louis-Southwestern.............. def. def. 3 13% 16 C-4 Doing better and further improvement anticipated. 
SSOUSMMPM INOUE. 3.55.5 0 940.045 o00.0.00 def. def. 64 875% 28 a iv C-8 Prospects of dividend resumption not over remote. 
ae eae def. def. 2% 18% 28 ag a C-3 Improvement registered. 
of. ePrrarrre eae Nil Nil 13 36 42 it ae C-3 Longer term outlook reasonably goed. 
ee. i ras ey eae 7.49 9.00 27% 94% 118 6.00 6.3 C-2 Has experienced great avnreciation In outside invest- 
ments. Present dividend seems well assured. 
WOGtGtt MERNPUMED 2.5 sccsescessveee’ Nil Nil 1% 11% 12 re i C-4 Possibilities for common lie more in consolidation 
than in any hope of common dividends. 
SEER Py RAE SE RR Recent rise eopears statistically unwarranted. 
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Electric Utility 


Output Headed 


Sharply Upward 


Maintenance of Present Trend Offsets 


HILE at one time there was a tendency for elec- 
tric power output to lag behind business gains in 
other lines, latest reports show that a rapid re- 

covery is being made with output running between 12% 

and 27% ahead of last year for the different 


Fear of Higher Taxes and Lower Rates 





as yet has got under way, it is probable that the construc. 
tive influence will be the stronger as long as we are in the 
accelerating period of betterment. Should the adverse in- 
fluences continue unabated until such time as general busi- 

ness commences to “level out” it well may 





regions of the country. Although this is 
extremely heartening to the holder of public 
utility securities, it must not be forgotten 
that despite the great gains in output, gross 
revenues for the majority of the large sys- 
tems are still running slightly behind last 
year. This is because the gain has been 
mainly in demand for low-priced wholesale 
power, the gross revenues from which have 
been more than offset by the generally lower 
rates now in effect. 

Moreover, the agitation for still lower 
rates persists. Also, the local taxes paid by 
utilities mount steadily and the Federal Gov- 
ernment has ruled that the 3% power tax, 
previously paid by the customer, must be 








be that they will obtain the upper hand. 

So far as one can judge now, therefore, 
the prospect is that the majority of electric 
public utility dividends currently being paid 
will be maintained. There will probably be 
a few exceptions to this, but any reductions 
which do take place should be very modest. 
On the other hand, it should be frankly rec- 
pate that the public in its present frame 
ot mind is not likely to countenance very 
much in the way of dividend increases. But 
this ought not to prevent the better compa: 
nies which have deferred dividend disburse- 
ment for some such reason as the avoidance 
of possible financial embarrassment from re- 
establishing payments. 








paid by the company after September 1. 
These are all factors which have contributed 
to the sluggishness of the better public utility companies 
in the recent stock market advance. The ordinary public 
utility stock average does not bring this out with sufficient 
clearness because such an average is distorted by the in- 
clusion of the more speculative issues which invariably 
show, regardless of fundamental conditions, large percent- 
age gains in such a market as we have had. 

In considering the outlook for dividends in the electric 
public utilities, the question, broadly speaking, resolves it- 
self into whether the gains in gross to be expected from 
this point can be carried to net as fast as the net is being 
whittled away in other directions. In view of the fact 
that there is every reason to believe that we are now in a 
major cycle of general business improvement which hardly 


It may be noted in appraising the pros- 
pects of individual companies that there is 
now no longer the necessity of making so sharp a distinc- 
tion between operating and holding companies. Nor is 
there now the liklihood of a sound company in either class 
being driven to receivership because of inability to meet 
maturing obligations. This does not mean, of course, that 
capitalization, financial position and maturing obligations 
are not still factors of importance, but only that general 
conditions have altered to admit of slightly less rigid stand- 
ars in this regard. 

Turning to communications, it is interesting to note the 
difference in effect of the business upturn on the telephone 
and on the telegraph divisions. The principal system con- 
tinued to lose telephones right up to the end of June, 
albeit this year made a steadily less unfavorable comparison 






































Position of Public Utility Common Stocks 
1 Earned Price Range 
Company —Per Share ——1982——. Recent Divi- Yield Inv’ment COMMENT 
1932 1933 Low High Price dend % Rating 

American Power & Light........... Nil Nil(1) 8 17% 14 re > C-3 -_ leverage issue. Earnings will pick up sharply 
with any further gains in power production. 

@ American Tel. & Tel............... 5.96 2.80(2) 6934 137% 126 9.00 7.2 B-2 Reinstatement of phones is disappointi In view of 
consolidated earnings, present divid can be con- 
sidered only moderately secure. 

* American Water Works & El........ 1.44 1.07(7) 11 3415 30 1.00 3.3 C-8 Electric output up sharply. Present dividend appears 
reasonably assured. 

American & Foreign Power......... NF NF 2 15 13 ie ee C-3 Possesses merit only as a long-term out-and-out soecu- 
lation, though acute foreign exchange transfer problem 
somewhat relieved. 

* American Gas & Blectric........... 2.31 1.83(7) 14% 41% 35 1&4% 6.9 C-2 Present dividend probably will be maintained. 

Associated Gas & Electric.......... Nil NF &% 5% 2 a ae C-4 Outlook obscure. Controversy over readjustment of 
capitalization. 

* Brooklyn Union Gas............... 6.79 3.87(2) 46 89% 82 6.00 6.1 B-2 Dividend safe under present conditions, but agitation 
for lower rates must not be forgotten. 

RE NNED s vasa 0 aab.05 304s 000005 Nil NF 14 6% 4 “- a's C-3 Thoroughly speculative. 
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with 1932. The loss of phones, of course, was reflected 
in lower earnings despite all attempts for economy and 
greater efficiency. 

On the other hand, the telegraph has gone ahead by 
leaps and bounds. Gross is running moderately ahead of 
last year, but still well below 1931 and 1930. It is in net 
income, however, that the telegraph shows up to the best 
advantage. Owing to the greater efficiency with which the 
business is now being operated, the profit which is being de- 
rived from a comparatively small gross is quite extraordi- 
nary. The principal company in this field, Western Union, 
clearly appears to be among the candidates for early divi- 
dend resumption. 

The outlook for foreign communication business is some- 


severely affected over the past few years that it will be 
some little time before the ravages of depression are re- 
paired. 

Finally, some mention needs to be made of the tractions. 
This field still remains the most unsatisfactory of all from 
the investor's point of view. Indeed, most systems are 
bankrupt, or at least exceedingly close to this unfortunate 
condition. While the improvement in business which has 
taken place undoubtedly has been of some aid to the trac- 
tions, the majority of them are so deep in the mire that 
such aid will hardly be enough to affect materially for the 
better the holders of their securities. One can discover a 
few exceptions, but they are few and far between. 

Although it may seem, taken as a whole, that the divi- 
































































































































ay what better. The depreciation of the dollar in relation to dend outlook for the utilities is not over brilliant, it must 
aa é foreign currencies has made rates quoted in dollars appear be remembered that there are more companies in this field 
b oe more reasonable to the foreigner and has made it easier to __ still paying 1929 rates, or near 1929 rates, than in any 
| bet transfer foreign currencies to this country. Also, it might other and that a spectacular recovery always attracts more 
— be noted that the gains in general business have not been attention than the steady maintenance of a high position. 
ofo confined to this country, but that there has been consid- If an investor in the utilities cannot reasonably expect to 
ie erable improvement throughout the world. This, of course, double his money in a week, he can at least be assured that 
3 sd makes for a better volume of communications. The prin- the field still offers him opportunities for a stable and satis- 
te cipal representative in this field, however, has been so factory return. 
tions 
dest, 
7 rec: 
pe Position of Public Utility Common Stocks (Continued) 
But Earned Price Range 
mpa- Company —Per Share ——1982——. Recent Divi- Yield Inv’ment COMMENT 
1932 1983 Low High Price dend % Rating 
ee ® Columbia Gas & Electric........... 0.96 0.86(6) 4% 21 21.80 8.8 C-8_ Will probably continue dividend in present form for 
ance a ume. 
n re- * Commonwealth Edison............. 6.24 6.19(5) 49144 122 66 4.00 6.1 B-2 Recent business improvement seems to assure main- 
tenance of current rate. 
®Commonwealth & Southern........ 0.12 scout) a 5% 4 i e C-8 Much improvement registered, though Government 
pros- operation of Muscle Shoals might have adverse effect. 
* Con. Gas, El. Lt. & Pr. of Balt........ 4.29 1.70(6) 8734. 6954 65 3.60 5.6. B-2 Strong, well-managed company, whose dividend is 
re is unlikely to be altered. 
tinc- ¥® Consolidated Gas of New York...... 4.07 8.68(7) 8134 68% 3.40 6.3 BR Dividend tary safe, but if there is a reduction It will 
> 6 small only. 
or 1s ® Detroit Edison.................++- 5.21 4.88(7) 64 122 834.00 48 B-2 Much improvement recently registered, strengthening 
class current dividend. 
meet * Electric bond & Share............. 0.99 0.48(7) 5§& 48 27 6%Stk 6% C-3 No reason to expect change either in rate or form of 
present payment. 
that Electric Power & Light............. Nil(10) Nil(1) 234 16 10 oe Ss C-3 High leverage issue with some speculative attraction. 
ions Federal Water Service “A”......... Nil NF 2% 10% 4 a oe C-4 Must register further improvement before common 
onl stockholders can reasonably expect to receive anything. 
@Tnternat’l Hydro-Electric “A”......._ 2.72 1.9816) 254 11% li ¥ ~, G=8 Business in company’s territory much better. Has 
and- speculative merit. 
International Tel. & Tel............ def. def.(9) 254 15% 15 it as C-3 Asa radical long-term speculation is not unattractive. 
the * Louisville Gas & Electric “A”....... 1.92 NF 84% _—«38% 21 1.75 8.3 C-2 Stable issue, affording a satisfactory return. 
ai * National Power & Light............ 1.81(10) 1.16(1) 6% 20% 16 1.00 6.3 C-2 Has ae a good showing. Present dividend well 
assur 
on: © Niagara-Hudson Power............ 1.07 0.88(5) 7% 20 11 e. ie C-2 Industrial load up sharply. A likely dividend paye" 
with further imorovement. 
une, WOE MEUM os pn ccesccncseses 1.94 1.57(5) 1334 43 27 8% Stk 8% C-2 i reemne to expect change in rate or form of current 
ison be 
* Pacific Gas & Electric.............. 2.09 NF 16% 87 27 2.00 7.4 B-2 Present dividend reasonably well assured. 
@ Pacific Lighting................... 3.038 2.94(7) 20% 47% 32. #+8.00 9.4 B-2 Current earnings are still somewhat below dividend 
— r rements. 
* Peoples Gas, Light & Coke......... 6.20 4.28(7) 39 121 60 4.00 6.7 B-2 Substantial rate reduction effective July 1. Present 
dividend, however, appears fairly safe. 
® Public Service of N.J.............. 3.35. NF 28 60 47 2.80 6.0  B-2 Dividend likely to remain unaltered for some little time 
® Southern California Edison......... 2.06 1.49(7) 1534 3234 23 42.00 8.7  B-2 While reduction quite likely, recent business improve- 
ment makes it less probabie. 
Standard Gas & Electric........... 0.59 NiO) 7% 984% 15 4 .. +8 Reinstatement of dividends on the common somewhat 
remote. 
WD Uiited Odtpec.cs ho Gaecoesgas kx 0.44 0,099) 8% 14 10 40 4.0  C-2 Receipte smaller than dividend disbursements. Smal! 
. reduction possible. 
Rael Giese ea Nil Ni) % 4% eee -. C-4 Dividend remote. Large loans to be liquidated. 
* United Gas Improvement........... 1.36 1.81(6) 9% 22 21 1.20 5.7 B-2 ji to anticipate any alteration in current 
United Light & Power “A”......... 0.16 Nila) 1% 9% 6 “ -. G-8 Probably will be some little time before earnings 
—_ warrant common payments. 
Utilities Power & Light “A”........ Nil NF 1% 10% 5 sie is C-3 Foreign earnings now more easily transferred. 
S 'Wentere UGION ines... Sends snacks def. 3.30(2E) 12% 50 63 ~e — B-1 Has registered great improvement. Reinstatemen 
of moderate common dividends likely in the reason” 
eae ably near future. 
* Paying and earning dividend. @ Paying, but not earning dividend. © Not paying, but earning something. (1) 12 months to Feb. 28. (2) 6 months. 
(4) 12 months to April 30. (5) 12 “sega atberas 81. (6) 65 months. (7) ad neat to June 30. (8) 11 months to May 31. (9) 3 months. (10) 10 
months to Nov. 30. NF Not available. (E) Estimated. (a) In preferred. 
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Equipments Face Much Improved 


Prospects 


Have Not Yet Reflected Full 
Share of Business Progress 


ECAUSE of the very nature of the business, pros- 

perity for the equipments lags somewhat behind that 

of other lines. This is logical, for producers must 
be producing before they reasonably can be expected to 
order further supplies of producers’ goods. 


city in the boom years commenced to waver when the 
output of electrical energy failed to make its usual gains 
and came to an abrupt halt when it eventually turned 
downwards. At the present time, while electric output is 
again on the uptrend, the public utilities have 
plenty of capacity to take care of an even 





Following a major business depression such 
as we have experienced, the initial spurt 
towards better things is carried out, for the 
most part, with old and often unsatisfactory 
and inefficient equipment. It is only when 
the upturn has been under way some little 
time that manufacturers are willing and able 
to install improved machinery. This applies 
in general to all the equipments and affords 
the explanation for rather a curious circum- 
stance—that equipment earnings are little, 
if any, better than they were, while their 
securities have participated to the full in 
the recent market rise. 

When the installation of new equipment 
finally does begin in earnest it will proceed 








greater demand. Heavy utility installations 
probably will lag. 

On the other hand, electrical equipments 
have experienced quite an upturn in mis 
cellaneous demand. For example, the num- 
ber of families owning electrical refrigera- 
tors continues to expand. There also has 
been a better ‘replacement demand for gen- 
eral household equipment. It will not be, 
however, until residential construction mends 
that any great degree of prosperity is likely 
to be experienced. Current dividends are 
probably fairly safe, principally because of 
the strong financial position enjoyed by the 
companies in the electrical equipment field, 
but nothing very much in the way of divi 








apace. During the years of depression equip- 
ment obsolescence has been on a tremendous 
scale. There have been new developments of a revolution- 
ary character in almost every line of manufacturing. Also, 
over the past few years machinery in general has been neg- 
lected. It was ever a “feast or famine” business. 
Equipment dividends, however, can hardly be discussed 
without some separate consideration of the industry's many 
different divisions. The electrical division was rather harder 
hit during the years of depression than one might perhaps 
have thought. The great expansion of public utility capa- 


dend reinstatements or increases can be ex- 
pected over the near-future. 

The outlook for railroad equipments is quite favorable. 
Owing to the great hardships suffered by the railroads in 
general, they have cut their expenditures on both new equip: 
ment and repairs to the smallest possible proportions. Now 
that traffic is so sharply on the uptrend they will soon have 
to begin making up their skimped spending on rolling stock 
—even if they have to borrow the money to do so. In view 
of the outlook, it is probable that those equipment companies 








Position of Leading Equipment Stocks 

















Westinghouse Electric & Mfg....... def. def. 155% 4314 


Electrical 
Earned Price Range 
Company —Per Share. —i1932——. Recent Divi- Yield Inv’ment COMMENT 
1932 1933 Low High Price dend % Rating 
@ Electric Storage Battery............ 1.39 NF 125% 3314 43 2.00 4.7 C-2 Diversifying and currently ‘helped by autemobile 
activity. Dividend appears reasonably assured. 
6 mos. Some improvement registered and safety of conserva- 
@ General Electric.................. 0.41 0.16 8% 26% 25 0.40 1.6 B-2 tive dividend strengthened by strong financial position. 
6 mos. Strong financially, though probably will be some little 


45 ~ ie B-3 time before earnings warrant dividends. 























Railroad 
6 mos. Real improvement in business expected stortly, which 
@ Amer. Brake Shoe & Foundry....... Nil Nil 6% 17% 83 0.60 1.8 C-3 strengthens prospect of dividend maintenance. 
Amer. Car & Foundry.............. def.(a) def.(b) 3% 17 28 e me C-8 Should do better this Fall. 
American Locomotive.............. def. «NF 3% 164 27 C-8 Current prices discount considerable betterment. 
Good financial position. 
3 mos. increase in railroad traffic foreshadows bigger busi 
American Steel Foundries.......... def. def. 3 15% 20 5. "¢ C-3 ness for company. 
Baldwin Locomotive............... def. def.(b) 2 12 13 by a C-3 Bookings better and possible financial embarrassment 
averted, but will be some little time before 


cempany’s position warrants dividend payments. 
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now paying unearned dividends will feel more disposed to 
maintain them. Such disbursements, however, cannot be 
considered wholly safe until covered by actual earnings. 
Dividend reinstatements among other companies in the list 
may be somewhat long delayed owing to the desirability of 
bettering impaired financial positions. 

There are already signs of an upturn in business equip- 
ments. Various government agencies have been large buy- 
ers in this field. Also, the activity on the stock exchange 
has been of some assistance. Finally, the new laws, regu- 
lations and taxes have contributed to the increased demand 
not be forgotten that this year we have short crops in cer- 
tain important agricultural products and that it is also the 
Administration’s determination to take land out of culti- 


care to say at the present time that recent changes in the 
farm picture have made the immense receivables of the 
large equipment companies much better “paper,” but that 
losses again on this year’s operations can hardly be avoided. 

The machinery division is situated somewhat similarly to 
the railroad division. This is to say that there is a large 
pent up demand for new equipment and repairs to old 
which will be released shortly as the increase in general 
business activity makes further progress. But in addition 
to this, the machinery division enjoys the exceedingly hope- 
ful prospects that the Government’s public works program 
will create a further large demand for its products. Yet, 
like the railroad equipments, despite the good outlook for 
this field, it must be frankly admitted that nothing very 





favorable of a tangible nature has occurred so far. The 
majority of the companies are still in the red and will not 
be until operations actually are well in the black again 


vation. While these last factors have tended to raise prices 
and increase farmer purchasing power on the one hand, on 














































































































the other, they are not without adverse reaction on the 
farm equipments. It is probably as much as one would that dividend prospects really will become brighter. 
Position of Leading Equipment Stocks (Continued) 
Railroad (Continued) 
Earned Price Range 
Company —Per Share— —1932——.._ Recent Divi- Yield Inv’ment COMMENT 
1932 1983 Low High Price dend % Rating 
3 mos. 
* General American Transportation... 2.19 0.50 9% 3534 36 1.00 2.8 C-2 Recent business better. Divd. appears well assured 
“ , 6 mos. With the improvement that is expected, dividend 

* General Railway Signal............ 1.55 0.50 6% 2854 87 1.00 2.7 C-2 should be safe. 

. 3 mos. Earnings and dividends depend upon further increase 
New York Air Brake............... def. def. 44% 144% 17 C-3 in railroad traffic. 
3 mos. Strong financially, but maintenance of disbursements 

BB PUUUNRN 565 000.55 oie pions sishvsesiseowe def. def. 1044 28 47 8.00 6.4 C-2 depends upon upturn in earnings. 

eb eS, ene 0.84 NF 1134 1914 17 es 3.4 C-2 Old-established company. Dividend seems fairly safe 

6 mos. 
@ Westinghouse Air Brake........... 0.45 def. 94% 18% 26 1.00 3.8 C-2 Excellent record. Should do better in near future. 
Business 

NF Burroughs Adding Machine....... 0.138 NF 6% 134% 15 0.40 2.7 C-2 Has high hopes for new products. Dividend likely 
to be maintained. 

* Internatienal Business Machines.... 9.11 6 mos. 62% 117 140 6.00 4.3 B-2 Remarkable depression record. Funded debt to b® 

4.12 eliminated. 

2 3 mos. Progress registered, though payments on the common 
National Cash Register “‘A”........ def. def. 6% 1834 18 C-3 are not a near-term prespect. 
ee Aa ae def.(c) NF 1 1% 8 C-3 Hopes to close this year without a net loss. 

3 mos. 
* Underwood-Elliot-Fisher........... def. 0.138 734 243% 27 0.60 1.9 C-2 Dividend safe if current improvement is maintained. 
Agricultural 
ar reer eee aa def. NF 1634 6534 73 is me C-3 Higher crop prices should make for better collections. 
ORS W CGi io. ci ceadakes eis aawers def.(d) NF 3% 18% 32 C-3 Prospects much improved, but cempany will hardly 
pay anything on the common fer some little time. 

@ International Harvester............ def. NF 10% 34% 35 0.60 1.7 C-3 Considerable period of better business needed to 
repair ravages of depression. Dividend safe only if 
improvement is registered. 

Machinery, Etc. 
. 6 mos. 
DUONG 55.535 65 oes eres een 8-s def. def. 4 15% 18 ius sig C-2 Outlook better, the not a near-term dividend prospect. 

* Amer. Machine & Foundry......... 1.12 NF 1% 224% 16 0.80 6.0 C-2 — = abreast of the times. Dividend seems 
safe enough. 

; 6 mos. Expected to benefit substantially frem public works and 
Caterpillar Tractor................. def. def. 4% 15 21 C-8 is not an unattractive spesulation on this basis. 
Chieago Pneumatic Tool............ def. NF 1 6% 10 os ste C-3 Must be classed as thoroughly speculative. 
Fairbanks, Morse................. def. NF 2% 6% 7 yt a C-3 Future prospects somewhat brighter. 

WOMEN WOON 6 ks oe Soe Kec de def. NF 3 16% 15 C-8 Possesses considerable speculative attraction, but 
near-term disbursements unlikely. 

@ Ingersoll-Rand.................25. def. NF 1434 44% 58 1.50 2.6 C-2 Formidably strong financially. Expected to be great 
beneficiary sf Government’s projected public works. 

: 3 mos, Has benefited from the necessity of pumping East 
National Seay 25 cits cess wets esd def. def. 3% 13 26 C-2 Texas wells, but curtailment of drilling is adverse. 
Worthington Pump & Machy........ def. NF 6 24 13 C-3 Erratic marketwise, but is not without speculative 

attraction. 
* Paying and earning dividend. @ Paying, but not ing dividend. @ Not paying, but earning something. (a) Year ended April 30,1932. (b) Year 

ended April 0, 1933. (c) Year ended March 31, 1933. (d) Year ended Oct. $1, 1932. NF Not available. 4 
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Further Gains Expected in 
Chemicals 


Nine Out of Twelve Leading Companies Paying Dividends 
—Remarkable Position of Industry Should Be Maintained 


LEVEN of the twelve leading 
chemical manufacturing com- 
panies whose stocks are listed 

on the New York Stock Exchange 
were able to show something earned 
for their common stocks in 1932. 
And according to the latest reports 
every one is now showing net in- 
come available for its common 
shares. Nine of the twelve are pay- 
ing common dividends. When it is 
considered that last year was the 
worst twelve-month of a major busi- 
ness depression, this showing is quite 
remarkable. 

Why is it that the chemical indus- 
try enjoys such relative earnings sta- 
bility? Why have the aggregate pro- 
fits of the industry shown such con- 
sistent growth during the past decade? 
Why is the industry always among the 
first to recover? 

The answer to these questions is to 
be found ix the great diversification of 
markets for chemical products. The 
industry has very little to sell direct 
to consumers, but it supplies thousands 
of raw materials essential to produc- 
tion in every other major industry in 
the country. It is the handmaiden of 
production. No matter what industry 
or industries prove to be the leaders 
in recovery—rubber, glass, silk, soap, 
rayon, paints, varnishes, lacquers, auto- 
mobiles, furniture, steel, cotton textiles, 
or even agriculture—the chemical in- 
dustry profits largely. 

Chemistry is not only the hand- 
maiden of industry; it is the wizard— 
the modern practitioner of the black 
art. If industry need’ a new raw ma- 
terial, the practical scientists of the re- 
search laboratory conjure it from their 
test tubes. Thus the modern plastics, 
unknown sixty years ago, were evolved 
from waste products: Now they are 
produced in severa! hundred different 
varieties and go into the making of 
thousands of articles, such as electrical 
fittings, billiard balls, door knobs, air- 
craft and motor accessories, knife and 
tool handles, fountain pens and what 
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By Hersert C. SLATER 








‘ Not only is the chemical industry 
a leader in business recovery, few 
industries rest on so broad a base 
and face such favorable prospects 
for sustained prosperity. 








not. When a solvent was needed to 
make a quick-drying lacquer which 
could be sprayed onto automobile 
bodies, eliminating the labor of apply- 
ing and rubbing down numerous coats 
of the old-style varnish, the research 
laboratories found it in butyl alcohol. 
And a finishing process was revolution- 
ized, not only for motor cars, but for 
furniture, radio cabinets and no end of 
other things. Such development has 
given the chemical industry a dynamic 
quality—endowed it with forward 
movement as well as growth. 
Following its usual course, the chem- 
ical industry has quickly responded to 
the increased industrial activity of the 
past three or four months. When cot- 
ton textiles, glass and rayon turned up- 
ward, the alkali division became active. 
Automobile and steel making activity 
helped the important ferro-alloy divi- 
sion. Demand for automobiles and for 
furniture had its effect upon paints, 
lacquers and varnishes, bringing into 
action the makers of solvents and of 
naval stores, such as resin and turpen- 
tine. Increased automobile production 
and a growing replacement demand 
meant accelerated production of rubber 
tires, which called into action a special- 
ized group of chemical manufacturers. 
Acetates and chemical cotton were 
needed for rayon yarn manufacture, 
dyes for all sorts of textiles, chlorine 
and sulphur compounds for paper. 
And so the ever-spreading activity 
reached back to raw material sources, 
bringing an upturn in acids and the 
general range of industrial chemicals. 


Mention should also be made, of 
course, of the sharp increase in or- 
ders for alcohol from a number of 
industrial sources—for alcohol is a 
sort of universal solvent. And the 
imminent repeal of the 18th Amend- 
ment has brought new and interest- 
ing forces to bear upon this division. 
The leading chemical concerns 
are so well diversified as to products 
that no matter what direction re- 
covery takes they are fairly certain 
to profit. Purchase of their securities, 
therefore, provides an amount of di- 
versification equivalent to holding a 
well-selected group of varied industrial 
stocks. The leaders of the diversified 
group are Allied Chemical & Dye 
Corp., E. I. du Pont de Nemours & 
Co., Union Carbide & Carbon Corp., 
and Monsanto Chemical Co. 

Allied Chemical is not so well di- 
versified as du Pont and Union Car- 
bide. It is, however, the leading domes- 
tic producer of heavy industrial chem- 
icals, supplying from 30 to 40% of 
domestic requirements. This business 
accounts for more than 50% of its 
gross revenues. Second in importance 
are dyestuffs and various coal tar in- 
termediates and other products derived 
from by-product coke ovens. Chief 
among the alkalis are soda ash and 
caustic soda, the first used in the mak- 
ing of glass and soap and in the gen- 
eral chemical trades, and the second 
important to petroleum refining, rayon, 
soap, general chemicals, pulp and pa- 
per and numerous other products. Al- 
lied is also a leading producer of acids 
and alums widely used in various in 
dustries, and through its Barrett divi- 
sion produces “Tarvia” for road build- 
ing and a variety of roofing materials. 

Very strong financially, Allied Chem- 
ical has maintained a sizable earning 
power despite depression. Having no 
funded debt and only 392,849 shares 
of preferred stock, diminished earnings 
still left $3.60 for the more than 
2,400,000 shares of common stock last 
year. Surplus has been drawn upon to 
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maintain dividends on the $6 annual 
basis established in 1927. It is reported 
that dividends were not earned in the 
first quarter, but with the subsequent 
upturn the tonnage shipped in June 
was the largest for any month since 
October, 1930, and recovered earning 
ower should not be far off. 

Du Pont has diversified extensively 
in the past dozen years. Whereas ex- 
plosives once led, with 40% of total 
sales, the order of importance is now 
organic chemicals, such as dyestuffs, 
tetraethyl lead for gasoline admixture, 
and ethyl alcohol; fabrics and finishes; 
heavy chemicals and acids; cellophane; 
rayon; commercial explosives; electro- 
chemicals and chemical specialties; plas- 
tics; ammonia and ammonia products; 
and sporting and military explosives. 

Union Carbide is perhaps not quite 
so well diversified as du Pont. Its main 
income is derived, not from heavy 
chemicals, but from oxyacetylene gases 
and welding and cutting equipment. 
Second in importance is carbon and 
carbon products, with electric furnace 
ferro-alloys used in the making of all 
sorts of high-grade alloy steels, third, 
and synthetic organic chemicals and 
hydrocarbon gases, fourth. The com- 
pany also makes a number of consumer 
products, such as Eveready batteries 
and flash lights, sun lamps and “Pres- 
tone,” an anti-freeze solution sold in 
competition with alcohol and glycerine. 

Important new products are “Viny- 
lite,” non-inflammable plastic resins 
which are tending to displace celluloid, 
and a synthetic butyl alcohol. Union 
Carbide has perfected a process with- 
out the use of bacteria, and has entered 
the field in an extensive way. Eventu- 
ally it seems likely to get an important 
share of this growing business. 

Both du Pont and Union Carbide 
are very strong financially. 


shares of debenture stock ahead of ap- 
proximately 11,000,000 shares of $20- 
par common, upon which the annual 
dividend rate is now $2. Carbide’s 
capitalization is extremely simple. 
Funded debt is about $9,340,000, and 
there are a little more than 9,000,000 
shares of no-par capital stock, receiv- 
ing $1 a share annually in dividends. 
Both companies have shown impres- 
sive earning power in the past, and 
will get back to it again. 

Monsanto is much smaller than the 
other three. Heavy chemicals lead in 
its volume, but its earning power rests 
rather securely upon fine and medicinal 
chemicals of which it is the largest 
maker in the United States. The com- 
pany is particularly important to the 
rubber industry, in so-called fine chem- 
icals and pharmaceuticals and is also 
a large factor in synthetic flavors and 
condiments, in lacquers and chemicals 
for lacquers and plastics, in coal tar 
derivatives, etc. 

Monsanto has pursued a wise policy 
of diversification, plowing profits back 
into property and acquiring subsidiar- 
ies. As a result of this and also be- 
cause there is a relatively stable demand 
for fine chemicals irrespective of indus- 
trial ups and downs, Monsanto dis- 
tinguished itself by earning its $1.25 
dividend right through the depression. 
It earned $2.37 per share in 1932, and 
for the June quarter of this year re- 
ported $1.27 a share, against 60 cents 
for the quarter last year. 

Companies in the alcohol division are 
chiefly attractive now because of the 
plans they are laying for close affilia- 
tion with the whiskey business. With 
twenty of the required thirty-six states 
already signed on the dotted line, 
there is hope of whiskey’s return by 
Christmas. Stocks of aged whiskey in 








probably prove to be something less 
than 30 days’ supply. 

Even allowing for liberal importa- 
tions, which would command a higher 
price normally and which will now 
probably have to carry some additional 
protective tariff if the American in- 
dustry is to be given a fair chance to 
get started, the supply of whiskey will 
fall so far short of demand that blend- 
ing with grain alcohol will be necessary 
on a large scale. The Commercial Sol- 
vents Corp. has the largest pres- 
ent capacity for producing grain alco- 
hol, and is planning to increase the 
output of its Peoria plant. Recently it 
acquired the alcohol business of Ross- 
ville Alcohol & Chemical Corp., to ob- 
tain additional capacity, issuing 105,- 
000 shares of its own stock for the 
physical properties. 

Commercial Solvents is also the larg- 
est domestic producer of butyl alco- 
hol, so important in lacquer produc- 
tion. During the recent period of in- 
active demand it has produced and 
stored two or three years’ requirements 
at low cost. In the future, competi- 
tion from the synthetic product manu- 
factured by Union Carbide is likely to 
be more of a factor in this business, 
which has grown tremendously in the 
past thirteen years. Solvent’s net has 
dropped off severely since 1929. Ad- 
justed for stock dividends, per share 
earnings, which were $1.45 in 1929, 
fell to 51 cents last year, as compared 
with current annual dividend rate of 
60 cents. Improvement in the motor, 
furniture and radio industries, if well 
maintained, probably would be of more 
benefit than the whiskey demand now 
visioned. 

The major unit in the industrial 
ethyl alcohol industry is U. S. Indus- 
trial Alcohol Co., which produces 34 

per cent of the country’s 




















Its ownership of a large output. American Com- 
block of General Motors mercial Alcohol Corp., pro- 
stock has given du Pont Dividend-Paying Chemical Stocks duces 12%. Various 
what might be called “ex- kinds of alcohol, used as 
tra-industrial” earning SS = solvents in numerous manu- 
power, so that it was able Allied Chemical & Dye Corp............. 116 $6 65.1 facturing processes have al- 
to show $1.81 for its com- Air ReGuction Corp..................... @ 3s 3.4 ways been in demand in 
mon in 1932. Last year Du Pont (E. I.) de Nemours & Co........ 70 2 28 industry. But both these 
Union Carbide earned 98 Union Carbide & Carbon Corp........... 42 1° as companies are planning to 
cents per capital share. Monsanto Chemical Co................. 1.25 2.8 further diversify their mar- 
Carbide’s June quarter this Commercial Solvents Corp.............. 330.60 1.9 kets by edging in upon the 
year showed 29 cents per Mathieson Alkali Works, Inc............ $21.50 4.7 whiskey business. 

share, against 18 cents in Westvaco Chlorine Products Corp........ 17 0.40 2.8 Industrial Alcohol has 
the previous quarter. Du Hercules Powder Co.................... 4 1.60 8.4 recently listed 30,000 addi- 
Pont earned 68 cents per tional shares. Half of this 
common share in its June amount is to be used to 








quarter, with only 23 cents 
in General Motors dividends, as com- 
pared with 35 cents in the previous 
quarter, of which 23 cents also repre- 
sented dividends on Motors. 

Du Pont has only a trifling amount 
of funded debt and about 1,093,000 
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the United States do not exceed 15,- 
000,000 gallons and may actually be 
closer to 10,000,000. In normal times 
this would be about two months’ sup- 
ply. But with all consumers ready to 
stock up on the drop of the hat, it will 


pay for a 50% interest in 
Mar-Kentucky, Inc., a blending com- 
pany to be incorporated in Delaware 
and to be owned jointly by Industrial 
Alcohol and National Distillers Prod- 
ucts Corp. The other half is to be 
(Please turn to page 395) 
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Overlooked Improvement in Sound 


Companies 
Selected by The Magazine of Wall Street Staff 


Recent developments will have a marked effect on the rate of im- 
provement in certain industries and on certain companies in par- 
ticular. In many cases this has not been realized and such securities 
have not reflected the improved prospects in their present prices. 


Ward Baking Corp. 


LTHOUGH wheat is the “staff of life,” the de- 
mand for bakery-made wheat loaves fluctuates con- 
siderably. In hard times a great many homes turn 

to the domestic oven for their bread supply and a great 
many others cut down their consumption of the bakery 
product. What is more important to the baking compa- 
nies, because it cuts into 
their most profitable 
business, is the decreased 
consumption of cake and 
pastry. When general 
business conditions 
mend, these influences 
are reversed. Compa- 
nies with a relatively 
large proportion of rev- 
enues derived from cake 
lines, having suffered 
more severely during de- 
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pression, recover their 

earning power rapidly 

JFMAMJ J ASONDJ FMAMJJ as their cake and pastry 

1932-1933 production is stepped 
up. 

The Ward Baking 


Corp. has always had a relatively large cake business. 
Several years ago, cake was Ward's largest source of 
profit, but this position was not maintained. In recent 
years efforts have been made to regain a portion of this 
business. Bread products have suffered, not only from 
the natural drop in consumption, but also from increasing- 
ly sharp price competition. To meet chain price cutting, 
practically al] baking companies were, for a time, forced 
to offer “competitive loaves” at reduced prices. But now 
there is an end to price wars, and the processing tax is 
very nicely being passed along to the consumer. And 
unit sales—or tonnage volume—show consistent gains. 
Early this year Ward was showing an operating deficit, 
or close to it. For the 22 weeks ending June 3, net profit 
was only $76,237. while for the five weeks ended on that 
date, net was $177,358. The improvement went on apace 
in July, for it is estimated that the five weeks ended July 
3 resulted in net profits of approximately $250,000—or 
more than proportionate dividend requirements on the 
7% preferred—before write-offs. 
Ward Baking Corp. is in good shape financially, re- 
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porting about $3,000,000 in cash at the close of 1932, 
with total current assets more than five times total cur 
rent liabilities. Cash alone was more than three times 
total current liabilities. Funded debt is only $4,461,600 
—due in June, 1937—and there are 261,008 shares of 
7% camulative preferred stock ahead of the 82,975 shares 
of no-par, class “A” stock which is entitled to non- 
cumulative dividends of $8 a share—if earned. Follow- 
ing these senior issues, there are 500,000 shares of class 
“B” common. 

Earning its full dividend and carrying $4.25 in ar 
rears, the preferred stock, now selling around $42, on a 
$1 dividend basis, looks attractive over the near term. 
Real earning power was developed for the “A” stock 
before the depression, with a showing of $11.22 per share 
in 1929. Over the longer term this stock has very attrac- 
tive speculative possibilities. The “B” stock is pretty far 
from real earning power. 


Marine Midland Corp. 


HEN commodity prices rise money rates are not 
far behind. That is the simple explanation of 


why banking profits usually go up and come down 
with commodity prices. The current upswing in commodity 
prices—if it is main- 
tained, and there is every 
indication that it will be, 
since prices have fallen 
so far and so long—will 
eventually have a favor- 
able effect upon bank 
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Marine Midland Corp., . | | 
a bank holding company ff | 
owning 98.19% of the “0 a 
entire capital stocks of 1 2 l! 
22 banks located in the il 3 LU 
New York Federal Re- Low 
serve District, has a con- ~ TEN 
siderable stake in coun- leo oY” 
try bank profits. And 1932 1933 





at the same time the 
corporation is strategic- : 
ally situated to embrace branch banking—when, as and if 
that practice is legalized in New York State. In fact, 
should branch banking be established, Marine Midland 
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would be a choice morsel for some powerful New York 
City bank to swallow in toto as a preliminary move toward 
a comprehensive system of branches. 

The corporation was formed in September, 1929, by in- 
terests closely identified with the Marine Trust Co., of 
Buffalo, the largest bank in New York State outside New 
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York City. There are four or five sizable institutions in 
the group, but the majority of the institutions are of the 
slid and conservative country type. Good, all-around man- 
agement is attested by the fact that none of the banks in the 
group has encountered any serious difficulty during the 
three years of depression. 

At the close of 1932, the 22 banks had total deposits of 
$374,814,118, and total assets of $483,145,834. Total capi- 
tal was $38,900,000; total surplus $27,520,000; and total 
reserves, $15,660,744. Of total deposits, the Buffalo insti- 
tution and the Marine Midland Trust Co., of New York 
City, accounted for $221,775,427. 

There is no funded debt, and the outstanding capital 
stock consists of 5,394,877 shares of $10 par—exclusive of 
156,133 shares held by a wholly-owned subsidiary for re- 
sale to officers and employees. On this capitalization earn- 
ings, irrespective of losses from the sale of securities the 
brunt of which normally falls upon surplus and reserves, 
have been fairly stable. In 1932, net amounted to $1.25 
per share, as compared with $1.47 per share in both 1931 
and 1930. In the first half of this year earnings were ap- 
proximately 41 cents a share. Dividends of $1.20 a share 
were paid in 1930 and 1931. In 1932, 80 cents was paid, 
or 20 cents quarterly. In the second quarter of this year, 
the rate was reduced to 10 cents quarterly, putting the 
stock on a 40-cent annual basis. 

Marine Midland Corp.’s current price — around $9 
—compares with a net tangible asset, or book value, of 
$14.44 per share at the close of 1932. For the reasons al- 
ready given, the stock appears to be one of those in which 
prospects of improvement have been overlooked. 


Congoleum-Nairn, Inc. 


HE hard-surfaced floor covering industry depends for 
the major portion of its volume upon replacements 
and remodeling of old buildings, rather than upon 

new buildings. In recent years, not only has building con- 
struction been severely curtailed, but the replacement de- 
mand has also been deferred, in large part, both in buildings 
and homes. It was the 
release of this accumu- 
lated replacement de- 
mand = which brought 
about a radical improve- 
ment in earnings of one 
of the leading companies 
in the industry—Con- 
goleum-Nairn, Inc.—for 
7 HIGH the first half of 1933. 

| Net income for the 

| six months ended June 


sili ae 30, 1933, was $1,012,- 






































f 224—83 cents a share on 
the common stock. This 
was almost three times 
the net for the first half 
of 1932. It is estimated 
that the company had a 
small deficit in the first quarter; so that the June quarter 
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may be credited with something more than the amount 


shown for the first half-year. 
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Price advances, ranging from 4 to 10% on various lines 
of linoleums and felt-base products, may have had some in- 
fluence upon buying from dealer outlets, for the mark-ups 
were announced on May 2, to take effect on May 20. But 
earnings for the June quarter probably reflected very little 
of the larger profit spread provided by the new quotations. 
These advances are really very significant in an industry 
which, up until the end of 1931, suffered severely from 
price-cutting. On the new price basis, with operating costs 
rigidly under control, Congoleum-Nairn should develop 
greater earnings stability. 

In addition to its floor coverings, the company developed 
““Sealex” wall coverings early in 1931. This new product, 
which has a wide field in hospitals, hotels, institutions, 
apartments and private homes, where it takes the place of 
higher priced tile, bids fair to become an important source 
of revenues. When conditions warrant, it seems likely that 
‘“Sealex” wall coverings will be backed up by the same sort 
of aggressive advertising and sales promotion which has 
made the company’s floor coverings so well known. 

Congoleum-Nairn is in a remarkably strong financial 
position. On June 30, 1933, total current assets were $16,- 
364,000, including $10,840,000 in cash, U. S. Government 
securities, and short-term state and municipal securities. 
The total market value of such securities was in excess of 
the balance sheet value. Total current liabilities were less 
than $500,000—indicating a ratio of current assets to lia- 
bilities, of 35 to 1. Net current assets equalled $12.44 per 
common share. 

There is only about a million dollars in subsidiary funded 
debt and 10,625 shares of 7% cumulative, first preferred 
stock ahead of the 1,174,351 shares of common outstanding. 
This does not include 215,649 shares of common in the 
treasury, which was purchased in the open market at an 
average cost of $9.32—or less than the present net current 
asset value. The equity position of Congoleum common is 
being gradually improved by this policy of purchasing shares 
below asset value, for eventual retirement. In 1931, 251,026 
shares were so retired. 

With improving earnings likely to result eventually in 
something better than the current annual dividend of 60 
cents a share, Congoleum common, currently selling around 
$21, has decidedly attractive speculative possibilities. 


Continental Insurance Co. 


IRE insurance companies stand to benefit in two ways 
from improvement in general business. During dull 
times it became common practice to save on premiums 

by reducing fire insurance coverage in proportion to shrink- 
ing value. Now that real estate values are being revised 
upward, many properties are underinsured and require in- 
creased coverage. There should be a pronounced gain in 
underwriting this year. The second factor of improvement 
lies in the enhancement of investment portfolio value re- 
sulting from the broad upward movement in securities. 

The Continental Insurance Co. is well situated to gain 
on both these counts. It has an excellent underwriting 
record, such cperations having been profitable for the past 
six years. Ev.n last year—a difficult period—its gain from 
underwriting was $1,112,191, as compared with $1,732,- 
887 in 1931. 

A large proportion of Continental’s investments is in 
common stocks; so that the very situation which brought 
about large losses in the past three years, now puts the 
company in an excellent position to share in the benefits of 
improving industrial and commercial activities and the 
dollar's flight into equities. At the close of 1932, 25.7% 
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of invested assets were in miscellaneous common stocks, 
and 11.2% in railroad common stocks. Stocks of insur- 
ance companies made up 16.1% of the total. 

To protect fire insurance companies from the necessity 
of writing their investment holdings down to obviously 
over-deflated market levels, so-called “convention values” 
were set up at the close of 1931, establishing the closing 
prices of June 30, 1931, as fair asset values. These values 
were re-afirmed by the 1932 National Convention Resolu- 
tion. On this arbitrary 
basis, the liquidating 
value of Continental fig- 
ures out at $33.86 per 
share, on December 31, 
1932, as compared with 
$31.59 at the close of 
1931. 

Actual quoted values 
of industrial stocks, 
which make up more 
wei than one-fourth of Con- 
tinental’s portfolio are 
getting back pretty close 
to the “convention val- 
ues.” In mid-July of this 
year, a list of 47 indus- 
trial issues, representing 
leading investments of 
insurance companies, showed a price average of 54.50, 
against an average “convention value” of 58.46. On the 
other hand there remains a gap of about 20 points in price 
averages of a group of 8 favored rails. 

The outstanding capital stock of Continental Insurance 
Co. amounts to $4,873,990—par value, $2.50. The present 
shares have been on a $1.20 annual dividend basis since 
July, 1932. Per-share earnings were $2.15 in 1932, against 
$3.13 in 1931. 

Fire insurance stocks have a tendency, in rising markets, 
to sell around 15 to 18% in excess of their liquidating 
values. Further enhancement in portfolio values would 
likely bring about a sharp price advance in Continental, 
which at its current level around $30, approximate the 
“convention” liquidating value. 
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Chrysler Corp. 


VER since the Chrysler Corp. began to _ fea- 

ture the Plymouth in mid-1931 in a determined ef- 

fort to break into the low-priced field in volume, 
it has gradually been gaining in competitive strength. In 
1932 Chrysler's unit sales declined 18% from 1931, but 
due to the good sales record made by Plymouth that de- 
cline was less than for the industry as a whole. 
Chrysler's proportionate share of passenger cars sold in 
1932 increased to 17.4%, against 12% in 1931. 

It is true that the decline in dollar sales, due to greater 
dependence upon the low-priced line, was considerably 
greater in 1932 than that in unit sales. Off 25% 
from 1931, the dollar sales volume was 1362 mil- 
lions, compared with the record volume of 375 millions in 
1929. 

The relative competitive strength of Chrysler, as shown 
by unit sales, has continued to increase this year. Al- 
though dollar volume in the first quarter of this year was 
below that for the first three months of 1932, Plymouth’s 
share of the domestic passenger car market rose to 13.3%, 
against 5.5% in the comparable last year. 
Chrysler's other lines obtained 8.1% of the total market, 
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against 8.9% last year. All lines took 21.4% of the 
market on a unit sale basis, against 14.4% in the first 
quarter last year. 

While increasing popularity of its lines, due to aggres- 
sive sales tactics and products that strike the public fancy, 
has meant nothing in profits during the worst phase of 
depression, this position will be of very great benefit in a 
normally active buying movement. Plant operating eff- 
ciency has been increased to a point where profits should 
mount rapidly as volume goes above the turnover required 
to meet the rigid minimum cost of operation. Indications 
are that Chrysler turned the profit corner in the second 
quarter. 

The first quarter resulted in a net loss of more than 
$3,000,000. But sales volume rose sharply during the sec- 
ond quarter. In the first six months of this year, the cor- 
poration built and shipped 217,614 passenger cars and 
trucks, a total almost equal to that for the entire year 1932, 
when 222,512 units were turned out. June sales this year 
totaled 66,448 units, which was an increase of 22% over 
May, and a new high record for any month in the history 
of the corporation. During the week ended July 15, 
Plymouth sales by dealers totaled 6,673 units, or more 
than three times the total for the corresponding week last 
year. Dodge sales are now being pushed in the aggressive 
manner characteristic of Plymouth sales efforts. That this 
drive is meeting with success is shown by the fact that a 
recent week resulted in a sales total more than four times 
that of the like period in 1932. 

Even after taking account of these sales figures, the June 
quarter earnings were surprisingly good. The showing 
of $1.80 a share much more than wiped out the first quar- 
ter’s deficit—it left a balance of $1.10 a share for the first 
half-year. On the basis of this good showing, directors 
declared a special dividend of 50 cents a share, payable 
September 15, to stock of record August 15. The last 
previous payment was 25 cents on December 31, 1932. In 
the June quarter last year net was 27 cents a share. The 
record June quarter was 1928, when $2.41 per share was 
earned. 

Chrysler’s only funded debt is that assumed for the 
Dodge Bros. unit—$42,- 
331,000 debenture 6s, 
due May 1, 1940. There 
is no senior stock ahead 
of the 4,350,428 shares 
of $5-par common stock. 
The financial position is 
strong, the March 31, 
1933, balance sheet 
showing $18,545,000 
cash (exclusive of $6,- 
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stricted banks) and ! 
$13,640,000 in market- hal 
able securities. Total LOW 
current assets were near- JFMAMJJ ASONDJ FMAMJ J 
ly five times total cur- L—— 1932 "1933 
rent liabilities. Net 
working capital, show- 
ing the results of recent red ink operations, was $43,307,” 
000, against $63,300,000 on March 31, 1932. 
Unprofitable operations last year resulted in the first full 
year’s deficit incurred by the corporation—a net loss of 
$11,250,000. Per share earnings were 48 cents in 1931, 
5 cents in 1930, $4.93 in 1929, and $7.03 in 1928. Be- 
cause some portion of this previous earning power seems 
likely to be regained in the near future the stock is specu’ 
latively attractive around the current level of $33 per 
share. 
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Taking the Pulse of Business 


— Outlook Continues Favorable 


HE spectacular drop in 
prices since our last 
issue appears to have 

caused more consternation 
because of its unusual swift- 
ness than is warranted by 
the mere magnitude of the 
decline, which thus far has 
been no greater than other corrections of an overextended 
position which have normally occurred from time to time 
in bull markets of the past. Measured in terms of the rise 
which had taken place since the banking holidays, our 
Common Stock Index lost only 40% of its advance; while 
the drop in wheat and cotton, which at present are of espe- 
cial concern to the Administration, amounted also to about 
40%. Other staple commodities, notably the metals, in 
which public speculation has been relatively light, lost 
practically no ground at all; so that our Raw Material 
Price Index, shown on page 389, has thus far de- 
clined only 15%. Very likely it is more than mere coin- 
cidence that the drop in foreign exchange rates, in re- 
sponse to the proposed conversion of British external 5!/s 
into sterling 22s, also amounted to about 15%. If the 
dollar should recover more, our prices for staple commodi- 
ties would probably decline further. 

In seeking the significance of the recent abrupt reversal 
in speculative psychology one should neither dismiss the 
event lightly as a mere shake-out of thinly margined ac- 
counts, nor swing to the opposite extreme and view it as 
an advance warning that business within a few months is 
to spiral down to new depths. It is scarcely possible that 
business recovery, which began to sprout only a year ago 


— Factory Employment Gains 

— Prices Relapse Temporarily 

— Heavy Industries Slacken Slightly 

— Favorable Response to Blanket Code 


from a soil prepared by long 
under - consumption, should 
be permanently stopped 
while the Cost of Business 
Credit remains abnormally 
low. More reasonable is a 
supposition that the three- 
days’ collapse in prices fore- 
shadows and end to that phase of the recovery in which the 
demand for goods has been largely of speculative origin, 
and a temporary slackening in business activity while 
waiting for the sounder second stage which Washington is 
bending all efforts to bring about by expanding the pur- 
chasing power of ultimate consumers. 

Considering the brief time that the present Administra- 
tion has been in power it must be conceded that such ef- 
forts have met with signal success, with factory employment 
up 12.5% and payrolls 30% higher than only three months 
ago. Further support to the belief that whatever recession 
in business may take place within the next few months 
will mark only a breathing spell before a resumption of the 
upward climb is to be found in preliminary reports of New 
Orders, which point to a further sharp increase when all 
returns are in for the next point on that graph. It is of 
course to be expected that a recession in commodity prices, 
if prolonged, would cause a drop in the production and ac- 
cumulation of goods from purely speculative motives—in 
fact a few indications of this have already appeared—but 
the prices for farm products must still rise 50% higher 
before reaching the goal set by the Administration, and 
there is no reason to suppose that measures will not be 
taken to force a resumption of the advance when payrolls 
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expand enough to absorb the higher cost of living. 

That the forces now working for recovery are too strong 
to be defeated by a mere reaction in the speculative mar- 
kets appears also from the circumstances that building con- 
tracts in June registered a 34% gain over May and fell 
less than 9% short of last June, compared with a 43% 
slump the month before. This industry, which is one of 
the chief foundation stones upon which any solid edifice of 
prosperity must be erected, has been signally backward 
during the past few years, and last months’ revival is all 
the more reassuring because as yet unaided by Government 
fostered projects. Other industries are also making a 
favorable showing, as may be gathered from the following 
cross-sectional survey: 


The Trend of Major Industries 


STEEL—While it is too early as yet to appraise the 
effect upon the steel industry of the reaction in prices for 
securities and agricultural commodities, reports indicate a 
noticeable falling off in orders recently which is attributed 
to higher price schedules made necessary by labor pro- 
visions of the N. R. A. Specifications against prior orders 
at the lower price level, however, are keeping mills op- 
erating close to the highest rate reached on the recovery, 
and little recession is expected during the next few weeks. 
The trade is looking forward to a considerable volume of 
orders before long from the Government's naval, highway 
and public works program. Meanwhile raiload equip- 
ment, repair business, while placed in small lots, is now 
fairly satisfactory in aggregate volume. 


METALS—Non-ferrous metals suffered little from the 
slump in stocks and other basic commodities, and still hold 
around the high level of the year. Signing of the four- 
year control agreement among nine nations, producers 
of silver or holders of silver bullion, which is intended to 
bring the purchases and sales of the white metal into ap- 
proximate balance, is regarded as a step in the right di- 
rection. But the accord must be ratified by each of the 
nine signatory nations before next April, and nothing has 
been accomplished as yet to remonetize the metal. In 
consequence, the open market price has been somewhat re- 
actionary. Demand for copper has been running ahead of 
production of recent 


mounting again at an alarming rate and, unless output can 
be reduced sharply in the near future, renewed weakness 
in the price structure seems inevitable. It is far from re- 
assuring that the recent rise in production comes not from 
the East Texas field; but from a number of other states, 
notably Oklahoma and California. Oil is still a big gamble, 
and will remain so until it can be brought under rigid con- 
trol. 


COAL—Viewing the industry as a whole, bituminous 
coal output is running about 75% higher than last year at 
this time; so that, generally speaking, mines are operating 
at a smaller loss than for many a month. Yet the outlook 
for individual regions and companies is far from uniform, 
and is much complicated by provisions of the codes which 
have recently been submitted to the Administration for 
approval. The higher payrolls will bring a great differen- 
tial advantage to highly mechanized properties, such as 
those of the United States Coal Companies; while the 
narrowed wage differe@tial between northern and southern 
fields, if finally adopted, is likely to divert considerable 
business from the South to the North, and incidentally 
thereby cut into the revenues of coal carrying railroads 
which serve the southern mines, and at the same time 
benefit the roads serving the northern mines. 


TEXTILES—tThe slump in cotton, unless recovery soon 
takes place, is likely to prompt a sharp falling off in new 
orders for all classes of textile products; but mills are like- 
ly to maintain high rates of operation for some months tc 
come under the necessity of working off the huge backlog 
already accumulated. It is distinctly encouraging to ob- 
serve that many important customers are acceding with 
good grace to the Administration’s suggestion that prices 
on pre-code contracts be adjusted upward to conform with 
higher labor costs. 


Conclusion 


With the blow recently dealt to speculative excesses in 
the stock and commodities markets it is evident that that 
portion of the business recovery which has been prompted 
by expectations must soon come to an end. In fact reports 
of. slackening orders in a few industries here and there 

were probably contrib- 





months, so that domes- 
tic stocks are off a few 
hundred -million 
pounds from the peak; 
but satisfactory profits 
in non-ferrous metals 
will not be realized un- 
til construction picks 
up more conspicuously. 


PETOLEUM— 
The outlook for oil 
and its products for 
the remainder of the 
year at least, now rests 
largely with the char- 
acter of the code that 
is finally adopted by 
conflicting interests in 
the industry, and the 
effectiveness of its en- 
forcement. During the 
past few weeks, pro- — 
duction and stocks of xtil 
crude _ have been 


Farm products .. 
re “ 
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Changes in Major Commodity Price Groups for the 
Fortnight Ended July 22, 1933 
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uting factors in the 
sharp. reaction of 
prices. If business ac- 
tivity is to rally to new 
heights this autumn, 
this new phase of the 
recovery must be more 
soundly based upon 
the substaritial increase 
in purchasing power to 
which the Administra- 
tion is now bending 
every effort: other: 
wise the country will 
again find itself glut- 
ted with unsaleable 
commodities, goods 
and securities. Early 
reports indicate that 
business is: giving 
wholehearted support 
to the new blanket 
We can but 
hope for its suc 
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The Readers’ Forum is intended exclusively to serve in the discussion of problems 
of general investment interest. It welcomes free expression of opinion. The services 
of this department also are available for answering investment questions of general 
interest excluding inquiries regarding the position or prospects of individual securities. 








Human Nature Again 
Editor, READERS’ FoRUM: 


In your issue of July 8, Robert H. 
Hemphill says, “The duty of the bank- 
eteer, the stocketeer and the racketeer 
is waning.” In general I heartily agree 
with many points in Mr. Hemphill’s 
article, but not with that assertion. 
For forty years I have been connected 
with businesses in this country and 
perhaps twenty foreign nations. 
Throughout that entire period I have 
never known a time when human na- 
ture was any different than it is today. 
In the final analysis, every man is out 
for the most he can get out of life, 
and whether the times cause a word to 
change form from Empire builder to 
pioneer, from cavalier to racketeer, 
from Chief of Clan to Coal Baron 
matters little—in every age and in 
every country the men of the day, and 
those attempting to become men of to- 
morrow, are more likely than not to be 
expedient souls who achieve success by 
the very force of their ruthlessness. 
And whether the ruthlessness is ac- 
cepted or not is more a matter of geog- 
raphy and times than of right or 
wrong. In many respects, the most 
borderline-crooked-stocketeer causes far 
less grief than many enlightened re- 
formers and champions of humanity. 

The world seems to be tending 
towards broader enlightment, but it is 
my opinion that for many centuries 
human selfishness and the fight for life 
will continue to blind most of us to 
the broader ultimate benefits of consid- 
ering the other fellow in favor of 
making a few extra pennies ourselves 
today. And as long as there exist laws 
and customs, there will always be a 
minority who will find a way to “hon- 
estly” make the most,—just a little 
more than other folks,—of conditions. 
As I see it, that is the general meaning 
of being smart. I think attention 
should be called to the fact that many 
practices existent in daily business in 
every country are admittedly not of 
long range benefit to the country, yet 
everybody continues to regard such 
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practices as sound and ethical. As il- 
lustration, I have heard very great men 
say that in theory, possibly the greatest 
hindrance to American prosperity is 
the Constitution. Within itself, it 
contradicts at several points today. But 
imagine throwing our Constitution 
overboard!—Howarp L. Mark, Los 
Angeles, Calif. 


Is He Over Pessimistic? 


Editor, READERS’ FoRUM: 


There is no incentive to be thrifty 
any more, for as fast as one saves his 
money invests it, it is partly taken from 
him by the politicians who in turn pass 
it on to the large land owners in the 
south, southwest and west, use it for 
building roads and buildings many of 
which are not required and may not be 
for many years to come. A portion no 
doubt will reach the aliens of the large 
cities as a dole, etc., etc. All of which 
is paid for by the thrifty now and for 
years to come. 

The political prestige-crat system is 
surely making inroads into the pockets 
of those who save; for example when 
the Interstate Commerce Commission 
was created it cost about 1,000,000 
dollars yearly, now about $11,000,000. 
It is my opinion that the railroads and 
most of the farmers of the U. S. are 
in their present plight through the op- 
eration of the I.C.C. Yet one of the 
Commissioners is now selected to fur- 
ther delve into railroad matters, where 
he will lead them is anyone’s guess.— 
Frep KEsTLer, Landsdowne, Pa. 


The Life of a Bond 


Editor, READERS’ ForuM: 


In the Forum for July 8th, L. A. S. 
asks what constitutes the proper life- 
time of corporate obligations, or as the 
Editor expresses it in the heading, 
‘How long should bonds run?” 

It seems to me that the life of a bond 
issue should not be longer than the 


probable life of the capital assets to 
finance the acquisition of which the 
bonds were issued. According to this 
principle, bonds issued to pay for land 
could run indefinitely or forever; bonds 
issued to pay for buildings should 
probably not run for more than twenty 
years; and owing to the factor of ob- 
solescence, bonds issued to pay for 
equipment should probably not run 
longer than ten years at the most. 

Of course no bonds should be is- 
sued to finance any improvement that 
cannot be counted upon to earn at 
least enough to pay interest on the 
bonds and to amortize them within 
the lifetime of the improvement; and, 
of course, no bonds should be issued 
for the purpose of obtaining working 
capital. If new working capital is 
needed it should be obtained by an 
issue of stock. If these principles were 
always followed, Ill venture to say 
that there would seldom be any need 
to refund a bond issue—Roy Moon, 
Bloomfield, N. J. 


For Control of Security Loans 


Editor, READERS’ FoRUM: 


While I believe that the crash 
started without any malice afore 
thought, it seems to me that a high 
degree of selfish motive has been ap- 
parent on all sides. I can’t see that 
bankers, Exchange or Government have 
handled the matter with any consid- 
eration for the small investor. What 
will ultimately come out of this, no- 
body can guess. Perhaps further at 
tempt at government control of loans 
and the Exchange. 

If nothing else, it seems to me that 
the Exchange could come to an under- 
standing with bankers as to what mar- 
gins will be required in the future and 
set a conservative percentage to 
maintained at all times. The rather 
indefinite warning not to “over-extend 
has little meaning when 20 or 30 points 
additional are demanded overnight. 
—Haro_p Simmons, New York City. 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will answer, by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 


interested, or on the standing and reliability of your broker. 
your subscription should represent thousands of dollars in value to you. 


the following conditions: 


1. Give all necessary facts but be brief. 
2. Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


_4. Tf not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 


This service in conjunction with 


It is subject only to 








NATIONAL BISCUIT CO. 


I have 100 shares of Nattonal Biscuit 
Co. purchased at much higher levels 
and a second block which averages my cost 
below today’s levels. Would you advise me 
to take my profits now or do you advise 
me to buy more in anticipation of further 
advances? Will the inflation in commodity 
prices help or will it be likely to decrease 
earnings? I will appreciate a prompt re- 
ply—G. J. P., Louisville, Ky. 


Although not entirely exempt from 
depression influences, earnings of the 
National Biscuit Co. have been sus- 
tained considerably better than those of 
most companies. Per share earnings on 
the common stock, after allowing for 
dividends on the 7% preferred, 
amounted to $3.28 in 1929, and de- 
clined to a low of $2.44 per share last 
year. For the six months ended June 
30, 1933, the company reported net 
income of $6,498,425 equivalent to 89 
cents a share on. the common stock, 
comparing with $8,499,996 or $1.21 a 
share in the similar period of last year. 
Such decline in income as has been ex- 
perienced may be attributed largely to 
the falling off in demand for fancy 
crackers and other luxury items, as 
well as to the tendency of competitors 
to shade prices, thus narrowing profit 
margins. This situation, however, 
should become less important as a profit 
factor upon the indicated further 
broadening of public purchasing power. 
Despite the fact that last year’s per 
share earnings on the common. stock 


fell somewhat below the full dividend 
requirements of $2.80, the continuance 
of this rate was made possible by the 
concern’s exceptionally strong financial 
condition. Cash, U. §S. Government 
securities and municipal bonds, alone, 
amounted to $30,531,802 as of the 
year-end, while total current liabilities 
were only $8,114,665. When consid- 
eration is given to National Biscuit's 
leading position in its field, we feel it 
is safe to assume that any increase in 
public purchasing power, concurrent 
with the indicated further improvement 
in the economic situation will be fa- 
vorably reflected in earnings. Hence, 
we regard National Biscuit common as 
attractive both for income and price 
appreciation, and feel that additional 
purchases justified. 


WARD BAKING CoO. “B” 

What is your opinion of Ward Baking 
“B” stock? I have 300 shares for which 
I paid 3134, and am undetermined to sell 
now or hold for higher prices. Your advice 
will be greatly appreciated, as will any de- 
tails you may give me about the company’s 
fucure—L. J. R., Topeka, Kans. 


In response to the improved condi- 
tions visible in general business, Ward 
Baking Co., reported for the five weeks 
ended June 3, last, a net profit of $177,- 
358, compared with a net loss of $101,- 
359 for the 12 weeks ended March 25, 
1933. Inventory adjustments, which 


contributed largely to the unsatisfac- 
tory net earnings of only $658,127 for 
the year 1932, against $1,989,076 for 
1931, should now be in favor of the 
company, as we understand that large 
supplies of wheat and rye, bought at 
very low prices, are sufficient to carry 
through to the end of this year and to 
June, 1934, respectively. Marking up 
the value of these commodities to cur- 
rent levels would result in much larger 
inventory figures, giving even better 
current assets than were shown at the 
end of 1932, when current assets were 
$4,848,857, including $3,692,821 cash 
and marketable securities, against cur- 
rent liabilities of only $875,555. At 
that time inventory was carried at 
$678,989. This strategic inventory po- 
sition, in conjunction with expanded 
public purchasing power and the higher 
prices for breadstuffs now in effect and 
in prospect for the future, all point to 
higher earnings for the company. 
While obviously speculative, the Class 
“B” stock merits retention at this time. 


UNITED STATES PIPE & 
FOUNDRY CoO. 


It seems to me that United States Pipe 
& Foundry Co. does not stand to 
profit as greatly as other industries without 
an upturn in general building. I would like 
to know, therefore, what you think of the 
early prospects for this company and 


(Please turn to page 396) 
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As members of the principal ex- 
changes we are in a position to 
render a comprehensive brokerage 
service in stocks or commodities. 
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whose stock you own. Keep them bus- 
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We Know a Man 


and 


We Know a Plan 


helpful in saving money while 
providing the highest order of 
narrative selling literature 
about corporations, their prod- 
ucts and services. 

DONALD WILHELM, 
the author of “The Book of 
Metals” (Harper & Brothers), 
“Writing for Profit” (Mc- 
Graw-Hill Book Company), 
“The Story of Steel,” written 
for the United States Steel 
Corporation, “Financing the 
Family,” “Wherever Wheels 
and Shafts Turn,” “Old Ever- 
lasting” and more than sixty 
other simply told narratives 
for and about major American 
corporations, their products 
and services, is “the man.” 

Write to us and we will de- 
scribe “the plan.” 


Advertising Department 
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233 Fourth Avenue 
New York City 
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Further Gains Expected 
in Chemicals 


(Continued from page 383) 








used to purchase properties or major 
interests in properties for which the 
company is negotiating. Mar-Ken- 
tucky, it is reported, will blend and 
sell whiskey now owned by National 
Distillers. 

In a letter recently sent out by Com- 
mercial Alcohol to notify stockholders 
of a special meeting to increase the 
authorized common stock from 375,- 
000 to 500,000 shares, the company 
said that it was seriously considering 
production of medicinal and other 
spiritous liquors, and also believed that 
it should take steps to supply the de- 
mand for high-grade grain cologne 
spirits used in rectifying whiskies. 
Later reports said that the company 
was making preparations to manufac- 
ture whiskey and gin at its Pekin plant. 

Both the alcohol companies are in 
good financial shape, and neither has 
any funded debt. Both earned profits 
in 1932—Industrial, 47 cents on its 
373,846 shares of no-par common; and 
Commercial, $3.01 on its 194,74714 
shares of $20-par common. Their earn- 
ings have been rather erratic under the 
government quota system of produc- 
tion which has prevailed during prohi- 
bition, and neither is paying dividends. 
Whiskey should bring increased pro- 
fits, at least for a year or two; but the 
process of manufacturing grain alcohol 
1s so simple that competition seems 
likely to spring from every direction. 
. In the somewhat specialized alkali 

vision are two companies: Mathieson 
Alkali Works, faa and Westvaco 
Chlorine Products Corp. Mathieson is 
one of the largest domestic alkali pro- 
ducers, with soda products coming first 
in its volume, and chlorine products 
second. Westvaco is an important pro- 
ducer of chlorine and caustic soda. 
About 40% of its output goes to one 
customer—Union Carbide—for use in 
the manufacture of new synthetic or- 
ganic chemicals, under a contract which 
runs until December 31, 1937. Alkalis 
are largely used by rayon, textile and 
paper manufacturers, so that activity in 
the textile industry has recently spurred 
production. Mathieson earned 86 cents 
a share on its no-par common in 1932, 
and it has just reported 46 cents a 
share for the June quarter of this 
year, against 20 cents in the second 
quarter last year. Westvaco earned 80 
“sg a share on its no-par common 
a year, and reported 20 cents for 

© March quarter this year. Mathie- 
= 18 currently paying dividends of 

Ya cents quarterly, reduced from the 
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Associated Gas and Electric Company 


Plan of 
Rearrangement of Debt Capitalization 


Is the Plan Attractive? 


Tue Associated Gas and Electric Company believes 
its Plan of Rearrangement of Debt Capitalization is attractive to de- 
benture holders because it offers them three valuable new privileges, 
the acceptance of any one of which is entirely optional on their part. 

Associated debenture holders desiring to change their investments to 
something more secure have had heretofore no alternative but to sell. 
Under prevailing quotations, a $1,000 debenture sells for approximately 
$200. 

Improved Position 


Under Option 1 of the Plan, however, a holder may exchange a $1,000 
debenture for $500 par value of a debenture with the same interest rate, 
of Associated Gas and Electric Corporation, the immediate subsidiary of 
the Company, through which it controls the operating subsidiary com- 
panies. This debenture will be protected by earnings more than five times 
as great per debenture as is the case with the debenture the investor 
now holds, assuming the issuance of $50,000,000 of these debentures 
which is the tentative limitation fixed in the Plan. This privilege should 
be more attractive than selling for cash. 

Moreover, these new debentures will have an exchange privilege, ex- 
ercisable at the holder’s option only, during the ten years after June 15, 
1935, which will permit a holder to take the same debentures he 
would receive under Option 2, thus restoring his principal. 

Option 2 gives to holders of Associated Gas and Electric Company de- 
bentures who may be worried about their investment because of the scant 
coverage of interest charges, the privilege of exchanging their present 
holdings for an equal amount of debentures of the same subsidiary. To 
the extent that holders accept Option 3 or continue to hold their present 
debentures, the debentures offered under Option 2 will also have greater 
protection in the form of assets and earnings, but will carry a lower in- 
terest rate. Interest is payable out of available net income (as defined and 
provided to be ascertained and declared in the Indenture), and is cumula- 
tive to the extent not paid. Dividends cannot be paid on the stock of 
Associated Gas and Electric Corporation while any of the interest on 
these debentures is in arrears. 


Possible Increase in Income 


Option 3 is offered to debenture holders who wish to continue their in- 
vestment in Associated Gas and Electric Company. It involves no reduc- 
tion ef principal er interest, while on the other hand it offers debenture 
holders a possibility of increased income. When all of the present deben- 
tures are retired, the holder is entitled to increased interest, all on a 
cumulative basis, as compensation for placing the interest on an income 
basis. Even before all the debentures are retired, he may receive addi- 
tional interest. 
Continuation of Fixed Interest 


So long as the fixed interest is paid on the present outstanding debentures 
of the Company, the debentures offered under Option 3 will retain a right 
to fixed interest in full at the present face rate. 

The success of the Plan should, in itself, be a substantial benefit to de- 
benture holders. It will reduce the risk of interest defaults and possible 
receivership, and should, therefore, tend to increase the market prices of 
their securities. 

The Plan seems unquestionably attractive. It offers debenture 
holders valuable privileges. It is not compulsory for them to accept 
any of these privileges. But any or all may be accepted by debenture 
holders to the extent that it is in their individual self-interest. 


Associated Gas and Electric Securities Company 
Incorporated 


61 Broadway (#22) New York 











31.75 annual rate of 1932. Westvaco 
recently resumed dividends with a quar- 
terly payment of 10 cents on June 1. 

In the explosives division Hercules 
Powder Co.—which is no longer pri- 
marily a powder company, for its main 
products are nitro-cellulose for lacquers, 
safety glass and artificial leather and 
chemical cotton for the rayon industry 
and naval stores for the paint and var- 
nish and soap trades—showed profits 
of 24 cents on its common stock last 
year. Atlas Powder Co. reported a 
deficit equivalent to $2.06 per common 
share. Aided by increased industrial 
and public works demand for explo- 
sives, Atlas broke out of the red ink 
in the June quarter of this year, show- 
ing net of 8 cents a share, against a 
deficit of 85 cents for the second quar- 
ter last year. For the June quarter, 
Hercules reported 83 cents a share 
earned as against only 4 cents in the 
second quarter of 1932. Commercial 
explosives now make up only about 
45% of the business done by Hercules, 
but Atlas, having been unfortunate 
with its cellulose products ventures, is 
predominantly an explosives manufac- 
turer, turning out 20% of the indus- 
try’s total for dynamite and 15% in 
powder. Its very strong financial posi- 
tion enabled Hercules to maintain its 
current annual dividend rate of $1.50 
while it was not being earned. 

No.discussion of the chemical indus- 
try would be complete without some 
mention of Air Reduction Co., Inc. 
Formed in 1915, it stepped nicely un- 
der the umbrella of high prices for 
industrial gases held up by Union Car- 
bide, and has been rather uniformly 
prosperous right from the start. It 
ranks second to Carbide as a producer 
of oxy-acetylene gases and equipment 
for welding and cutting. Together they 
do about, 90% of the domestic business 
of this type, so that competition has 
never been destructive. Earnings which 
fell to $2.73 per common share last 
year, against $7.75 in 1929, should rise 
with increasing industrial activity. 
Meanwhile the $3 dividend is bul- 
warked by plenty of cash in the treas- 
ury. 








Answers to Inquiries 
(Continued from page 391) 





whether I should sell 100 shares of the 
common bought at 35%, or continue to 
hold?—B. F. W., Portland, Ore. 


United States Pipe & Foundry Co. 
reported for the six months ended June 
30th, 1933, a net loss of $202,141, as 
compared with a deficit of’ $775,067 
in the initial half of 1932. Earnings 
of the concern have been severely re- 
- stricted during the past two years, pri- 





marily because of the inability of mu- 
nicipalities to obtain funds in the bond 
market to permit the financing of new 
projects. Utility companies also have 
not found it necessary or expedient to 
make extensive purchases of pipe. 
Nevertheless, there is basis for belief 
that sizeable orders will be received as 
a result of the Federal Government's 
construction program. In the mean- 
time, a sound financial condition has 
been maintained. Total current assets, 
as of the year-end, amounted to $14,- 
441,043, including cash of $6,875,069, 
while total current liabilities were only 
$913,214. As a result of this highly 
liquid condition, and the ability of the 
management to restrict losses through 
economies, directors of the company in 
January declared four quarterly divi- 
dends of 124% cents on the common 
stock to be distributed during the cur- 
rent year. Obviously, future dividend 
policies will be guided by the state of 
general business, particularly as it af- 
fects the demand for cast iron pipe. 
However, when consideration is given 
to the management's ability to limit 
losses through what now appears to 
have been the worst of the economic 
situation, we see little cause to disturb 
your present holdings of the stock at 
this time. 


SUN OIL CO. 


Sun Oil, at its high for the year, does 
not show an advance comparable with most 
oiher oils. Although I know little about 
the financial and business prospects for the 
company I feel that this stock may be out 
of line with the market. If you believe it 
advisable I would like to add 100 shares to 
my otherwise well diversified portfolio.— 
S. A. S., Palo Alto, Calif. 


Sun Oil Co. was one of the 
comparatively few oil companies able 
to report a profit from operations 
throughout the depression. The com- 
pany reported for the year ended De- 
cember 31, 1932, a net income of $4,- 
198,046 equivalent, after allowing for 
dividends on the 6% preferred stock, 
to $2.26 a common share. This com- 
pared with net of $3,107,147, or $1.63 
a share for the calendar year 1931. 
Earnings last year were aided not only 
by higher crude oil and gasoline prices 
during the greater part of the year but 
also by dividends from the affliated 
pipe line company. Sun Oil, as now 
constituted, is a fully integrated unit in 
the petroleum industry. More than 
23,000 acres of proven oil land and 
leases and some 2,000,000 acres of un- 
developed property places Sun in a 
position to benefit fully from higher 
crude oil prices, while its numerous re- 
tail outlets may be expected to benefit 
from higher gasoline prices. Through 
the Beacon Sun Co. controlled 
through stock ownership, the concern 


obtains an interest in 1,750,000 acres 
in Venezuela, mostly in the Maracaibo 
Basin. By virtue of the low bid sub 
mitted by its subsidiary, Sun Ship. 
building & Drydock, for two subma- 
rines, there is reason to believe that Sun 
Oil will benefit from the Government's 
naval construction program. Funded 
debt outstanding at the close of 193? 
amounted to $11,864,000 which is 
conservative for a concern having total 
assets of nearly $100,000,000. A strong 
financial condition was shown in the 
balance sheet as of December 31, 1932, 
when total current assets amounted to 
$23,888,334, and total current liabili- 
ties were $7,986,893. A conservative 
dividend policy has been pursued which 
has permitted the company to keep its 
plants and equipment at highest eff- 
ciency. Hence, it is now in a position 
to take full advantage of the antici- 
pated further recovery of the industry. 
We regard the common stock as among 
the more conservative of the petroleum 
group and recommend purchases at cur- 
rent levels. 


MC KEESPORT TIN PLATE Co. 


I bought McKeesport Tin Plate in 1931 
at slightly above current prices. I am won- 
dering if you would suggest disposing of 
this stock now, in view of its rapid rise 
so far this year and in anticipation of a 
seasonal letdown tn business, or would you 
continue to hold for further appreciation?— 
S. H. B., Fresno, Calif. 


McKeesport Tin Plate Co. is the sec- 
ond largest factor in its field, and as 
such, is favorably situated to take full 
advantage of increased demand for its 
products, resulting from the improved 
position of the canning industry, upon 
which it is dependent for substantially 
the greater part of its revenues. As a 
matter of fact, recent reports indicate 
that there is better than an average pos 
sibility of 1933 returns surpassing those 
registered last year. Obviously, the 
nature of the company’s business makes 
for considerable seasonal variations in 
earnings and profits, but on a year to 
year basis, the record of McKeesport 
Tin Plate has been notable. For the cal- 
endar year 1932, net income amounted 
to $1,503,088 or $5.01 a share on the 
capital stock against $1,952,028 or 
$6.51 a share in 1931. Peak earnings 
were registered in 1930, amounting to 
$2,503,897 or $8.35 a share. A strong 
financial condition has always been 
maintained, on January 1, last, cash 
alone amounted to $2,441,975 against 
total current liabilities of only $603,328. 
Through its subsidiary, Metal Package 
Corp., the third largest can mak 
ing enterprise of the country, McKees: 
port has been actively engaged in de- 
veloping new uses for tin containers, 
the latest of which is their employment 
for trade-marked oil products, one that 
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Selecting New Market Leaders 
Offering Large Near-term Profits 


UR market analysts are 

now selecting those 
stocks which should be 
among the leaders of the 
next advance. You should 
hold these issues in anticipa- 
tion of material profits 
through inflation and the 
operation of the National 
Industrial Recovery Act. 


Stocks Still Have a 
Long Way to Go 


Industrial stock averages 
are over 50 points below 
their average 1926 levels to 
which point the Administra- 
tion is virtually pledged to 
raise commodity prices. Se- 








80% Profit in One Week 


NEW YORK SHIPBUILDING was recom- 
mended Tuesday, June 13th, as a ‘‘buy un- 
der 9%.’’ Tuesday, June 20th, we advised 
‘*Sell above 17’’ ...a profit of 7% points 
in one week. 

This is typical of the specific advice through 
which we have enabled subscribers to take 
over $1,650 profit in four months on ten- 
share commitments. 

Service definitely recommends active listed 
stocks . . . carries them under continuous 
observation ... then advises when to take 
profits and switch. Trading Advices or 
Bargain Indicator (dividend-paying stocks) 
may be followed in ten-share lots with $800 
capital; $500 is sufficient for Unusual Op- 
portunities (low-priced issues). With larger 
capital, purchases and resultant profits may 
be increased proportionately. 

Full consultation privileges on present hold- 
ings at all times. 


Complete Service for 


Six Months Only $75 








They receive definite and 
timely recommendations on 
what and when to buy and 
when to sell. Profits of more 
than 165 points have been 
made available to them in the 
past four months through 
these specific advices. 


A Service Tested 
By Long Experience 


For fifteen years this serv- 
ice has been guiding inves- 
tors and traders through 
periods of depression and 
inflation with an outstanding 
record of profit. Its sub- 
scribers are located not only 
in the United States but in 


lected securities will naturally follow, and our 
market specialists are recommending purchases 
of such issues on all technical recessions. Ex- 
pert market counsel is vitally essential if you 
are to profit to the fullest extent possible in the 
further recovery. 

Subscribers to THE INVESTMENT AND Bust- 
NEsS Forecast of The Magazine of Wall Street 
are never in doubt as to their market position. 


Canada, Central and South America, and Eu- 
rope. These investors must have market advisory 
counsel that is up-to-the-minute and that will 
permit them to operate profitably despite the 
handicap of distance from the financial centres. 
That they find the service of THE INVESTMENT 
AND BusINEss Forecast satisfactory is a tribute 
to its accurate prediction of market trends and 
its careful selection of desirable securities. 
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THE INVESTMENT AND BUSINESS FORECAST 


time to reach you.) 


MAIL THIS COUPON TODAY 


of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 
Cable Address: TICKERPUB 


I enclose $75 to cover my-six months’ test subscription to: The Investment and Business Forecast. I understand that regardless of the tele- 
grams I select I will receive the complete service outlined below by mail. 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private Code after our Code Book has had 


L] TRADING ADVICES Short-term recommendations following the intermediate rallies and declines (for the 
; ‘ purpose of securing profits that may be applied to the purchase of investment and 
: semi-investment securities). Six to é¢ight wires a month. 





August 5 


($125 will cover an entire year’s subscription.) 


| | J NT JSi J A I ( PP( RTT INITI ES Speculative investments in low-priced but sound issues that offer out- 
. standing possibilities for market pr ofit. Three to four wires a month. 

¢ ‘ t _ ’ 
[] BAR AIN INDICA ‘OR: Dividend-peying common stocks entitled to investment rating. with good profits 
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is meeting with gratifying success. Ad- 
mittedly, the common stock has had a 
phenomenal rise in prices during the 
recent past, but with the outlook dis- 
tinctly favorable, we frankly see little 
cause for disturbing your present posi- 
tion. 


KENNECOTT COPPER CORP. 

I am building up a diversified list -of 
securities for myself and consider including 
100 shares of Kennecott, so as to profit tf 
this industry benefits from inflation or gen- 
eral business recovery. What is the status 
of Kennecott? Realizing what this com- 
pany has done in the past I surely do not 
want to miss any opportunities. I will ap- 
preciate your ice and will act accord- 
ingly.—H. A. H., Boston, Mass. 


With copper prices at current levels, 
Kennecott is understood to be operat- 
ing “in the black” and a profit is ex- 
pected to be shown in the report for 
the first half of 1933. Operations are 
at 16% of capacity in this country 
and 30% abroad, at which rate Ken- 
necott can produce copper from the 
domestic mines at a cost of 74% cents 
a pound. About 72% of the com- 
pany’s output is domestic, the balance 
coming from Chili and Canada. Ken- 
necott is the largest and lowest-cost 
domestic copper producer and one of 
the lowest cost producers in the world. 
The metal now sells at about 9 cents a 
pound with all indications pointing to 
an upward trend both here and over- 
seas, due partly to inflation and prob- 
ably more largely to the industrial up- 
turn. Kennecott’s inventory of 100,- 
000,000 pounds of refined copper has 
gained about $3,000,000 in the first 
half of this year and its unsold fabri- 
cated products on hand and in process 
would doubtless increase its inventory 
gain to $5,000,000. Hence, results for 
1933 are expected to be much better 
than the loss of $7,102,198 after a 
$1,576,963 inventory adjustment re- 
ported in 1932. Kennecott is strong 
financially with current assets of $36,- 
091,150 including $14,740,238 cash 
and U. S. Government securities, 
against current liabilities of $3,128,- 
825 on December 31, 1932. Consider- 
ing all these factors, Kennecott merits 
favorable consideration for representa- 
tion in the copper industry. 


GRAND UNION CO. 

I have held Grand Union for the past 
two years at considerably above present 
levels. I will appreciate your advising me 
on the present position and outlook for this 
company and whether you recommended 
adding to my holdings at current levels?— 
J. S., Charlotte, N. C. 


Grand Union Co. reported retail 
sales for the 26 weeks ended July 1, 
1933, of $13,094,518, a decline of 
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about 14% from the dollar amount of 
sales for the first half of 1932, but the 
rate of decline was somewhat checked 
in the last four weeks of the period, 
when sales were $2,224,050, a drop of 
only 7.3% from the corresponding 
period of 1932. Lower prices this year 
account partly for the drop, indicating 
that volume of goods sold has not been 
drastically reduced. Net profit for the 
latest period reported, the three months 
ended April 1, last, was $12,144 com- 
pared with $211,017 for the first quar- 
ter of 1932. Despite this decline in 
earnings, an excellent financial position 
has been maintained, with current as- 
sets of $5,324,273, including $908,189 
cash and $100,000 New York State 
notes against current liabilities of 
$993,972, a ratio of over 5 to 1, on 
December 31, 1932, showing the enter- 
prise could weather a still further 
period of restricted earnings, if neces- 
sary. However, the recent upturn in 
business and higher commodity prices 
are favorable factors, pointing to bet- 
ter profits for the balance of this year, 
and the medium future, while the value 
of inventories, carried at $2,975,420 
at the year end, should now be sub- 
stantially higher. Grand Union pro- 
duces a considerable part of its goods 
in its own plants, including its bakeries, 
packing plant, coffee-roasting mills and 
sausage factory, thus obtaining both a 
manufacturing and selling profit on 
these items, as well as the merchandis- 
ing gain from handling packaged goods 
and non-perishable foodstuffs in bulk. 
We are inclined to favor moderate ad- 
ditional purchases at current levels for 
averaging down present speculative 
commitments. 


STANDARD BRANDS, INC. 


Please give me some information about 
Standard Brands. I have been advised to 
buy this stock as an outstanding “liquor” 
issue, yet I would not want to invest in 100 
shares unless the general outlook warrants 
it, and prior to the interest in liquor 
stocks Standard Brands did not share to 


any great extent in the general market 
rise—P. B., Pittsburgh, Pa. 


Since the announcement of Standard 
Brands, Inc., that the company is con- 
sidering the expansion of its business 
into the spiritous liquor field through 
its subsidiary, the Fleischmann Co., if 
and when the prohibition repeal is rati- 
fied, considerable interest has been cen- 
tered upon the common stock of this 
company. Before prohibition was put 
into effect, the Fleischmann Co., was 
an important manufacturer of gin. At 
the present time, the company manufac- 
tures yeast, vinegar and alcohol prod- 
ucts, and is in a position to become an 
important factor in the distilled liquor 
field if the management finally decides 
to add such a line. Aside from its pos- 


sibility as a “liquor” issue, Standard 
Brands occupies a leading position in 
the food products industry. Products 
include such well known trade-names 
as “Fleischmann’s Yeast,” “Chase # 
Sanborn Coffee,” “Royal Baking Pow- 
der,” “Widlar’s Teas, Coffee, Condj- 
ments, etc.”, and others. Earnings of 
the company have held up well dur. 
ing the past several years, net income 
being equivalent to $1.14 per common 
share in 1932 as against $1.08 in 193] 
and $1.22 in 1930. Some decline was 
registered for the first half of the 
current year. net being equivalent to 
51 cents a common share as against 61 
cents a common share for the six 
months of a year previous. The com- 
pany has continued to maintain a 
sound financial condition, current 
assets at the year-end amounting to 
$38,618,790 as compared with current 
liabilities of $4,246,518. Aside from 
the possibilities of Standard Brands, 
Inc., in the “liquor” field, the outlook 
for which is indeterminate at this time, 
the common stock can be regarded as 
a satisfactory income producer, pos 
sessing fair appreciation possibilities. 


REMINGTON RAND, INC. 

Please tell me what you think of Rem- 
ington Rand, Inc. Would you continue to 
hold 150 shares of its common, at an aver- 
age cost of 135%, as a reasonable specula- 
tion; or in view of its having advanced in 
greater proportion than most other issues, 
would you sell now and switch to some- 
thing else with better speculative possibili- 
ties?—M. W. G., Seattle, Wash. 


Bookings of Remington Rand, Inc., 
for May and June of this year, ex 
ceeded those for the like months of 
1932, with the result that for the first 
time in over two years, the company, 
during the month of June, emerged 
from the red, and reported profits in 
both foreign and domestic fields. It 
should be noted that the foreign divi- 
sion of the company’s operations has 
been maintained on a profitable basis 
during the past two years, and that the 
chief difficulties of the company have 
been the sharply curtailed demand for 
its products in this country, as well as 
the losses sustained by virtue of de- 
preciation of foreign exchanges. The 
company has practically completed its 
retrenchment program, and is now pte 
pared to concentrate its efforts on in 
creasing sales. Thus, should increased 
business visible during the recent past 
be sustained during the remainder of 
1933, the annual report of the com 
pany should make a favorable compari 
son with that of last year. For the 
year ended March 31, 1933, the com: 
pany sustained a loss of $2,581,030 
against a deficit of $3,035,733 in the 
preceding fiscal period. Despite the 
unprofi operations of last year, 4 
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srong financial condition was main- 
tained; total current assets as of March 
31, last, amounted to $21,396,277 of 
which $6,254,086 consisted of cash and 
marketable securities, against current 
liabilities of $1,846,534. As the situa- 
tion now stands, the common stock 
must be regarded as entirely specula- 
tive, but with the improved outlook for 
the company, maintenance of your pres- 
ent position would appear to be the 
better course to follow. 








Profits or Losses Under the 
New Codes 


(Continued from page 366) 








intention of the Government to have 
industry regulate itself, and, insofar 
as practicable, enforce its own codes. 
Thus the Cotton Textile Industry Com- 
mittee is constituted the industry's con- 
trol board; the petroleum industry sets 
up a National Emergency Committee; 
so does the Lumber and Timber Prod- 
ucts industry; various other trade as- 
sociations, such as the Wool Textile, 
the Clothing, Iron and Steel, and 
others, delegate wider powers to the 
board of directors of the national asso- 
ciation, with certain provisions being 
made in individual cases for the crea- 
tion, later, of a sort of control board. 

The importance of these provisions, 
especially the maximum hour and mini- 
mum wage rates, to industry as a whole 
can be easily understood when one con- 
siders that in recent years cotton textile 
workers have worked from 50 to 60 
hours a week, averaging close to 55 
hours, aside from the so-called sweat- 
shops; similarly, in the woolen mills, 
hours have ranged from 49 to 57; in 
the rayon mills, around 55; in the men’s 
clothing industries the average is lower, 
around 44, but still well over the fig- 
ure now proposed (40); the iron and 
steel industry, because of the peculiar 
nature of certain operations, shows a 
very high weekly hour rate of well over 
50 hours, in most cases approaching 60 
a week: their present proposed limit is 
40 (with certain exceptions). In the 
lumber industry weekly hour rates 
have been over 55 as an average, and 
in the furniture industry over 50. In 
the electrical manufacturing industries 
hours have been close to 50. 

While it was not possible to segregate 
Wages in recent years, because hourly 
wages have not in actuality represented 
actual earnings owing to periods of 
broken time or unemployment, the 
minima as set by most of the indus- 
tries represent actually a generally fair 
average when compared with recent 
years, especially when compared with 
cost of living indices. In certain cases 
the wage rates as proposed have been 
AUGUST 5, 1933 





Four Low-Priced Bargain Stocks 


Which Should Double In Price 


You can’t make money in the Stock Market simply by wishing 
for it. You must have the courage of your convictions. You 
must ACT. And you will be obliged to act quickly if you hope 
to buy these four low-priced issues at present bargain prices. 


While many stocks have advanced substantially from the lows of last 
February, this performance will fade into insignificance when compared 
with future upswings. Favorably-situated stocks will rise steadily for 
some time to come. In fact, it may be stated with conviction that we 
are on the threshold of one of the greatest bull markets ever experienced. 


All stocks will not participate in the coming advance, however. Many 
will get nowhere at all. So that the large profits will be made only by 
those shrewd investors who buy the quick-moving stocks at the psycho- 
logical moment. 


Four Stocks, Selling Under $30 A Share 
Which Should Lead The Next Upswing 


We have selected four low-priced stocks which every investor should 
buy immediately. Most likely they will not long be available at present 
prices. All are cheap, selling as they do under $30 a share. One may be 
purchased for as little as $18. Each is a strong, aggressive company and 
all are important factors in their respective enterprises. 


You are not buying “cats and dogs” when you purchase these four is- 
sues. You are purchasing an interest in four great enterprises which 
should benefit most from inflation and better times. Within a reason- 
able period, these four stocks should double in price. 


Just to give you an idea of the profit possibilities, if these four stocks 
are bought OUTRIGHT—not on a margin—and held only until their 
prices of 1931 are reached, your profit will be 125%. When 1930 prices 
are touched, the profit will be over 280%. Best of all, these four stocks 
can be expected to duplicate, and even exceed, their prices of 1930, 


The names of these four stocks will be sent to you absolutely free, pro- 
vided only that you have not previously written to us for similar in- 
formation. Also an interesting little book, “MAKING MONEY IN 
STOCKS.” No charge—no obligation. Just address: INVESTORS 
cree ae BUREAU, INC., DIV. 435, CHIMES BLDG., SYRA- 
C 2. eS 


SIMPLY FILL OUT THE COUPON BELOW 


Investors Research Bureau, Inc., 


Div. 435, Chimes Bldg., Syracuse, N. Y. 


Send me the names of the four low-priced stocks which should 
double in price. Also a copy of MAKING MONEY IN 
STOCKS.” This does not obligate me in any way. 


Kindly PRINT name and address PLAINLY 
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assailed by labor as too low, and in one 
or two cases revisions upw have 
been made since the codes were first 
proposed. 

With the definite aim in mind of 
increasing real wages and hence the 
purchasing power of the masses, and 
reducing unemployment through the 
reduction of maximum hours of labor, 
the codes in general seem to provide 
for that. .The necessity now is for 
adequate price control to prevent the 
cost of living rising as rapidly as pur- 
chasing power and thus nullifying the 
broad social gains. 








Appraising the Outlook 
for Municipal Bonds 


(Continued from page 374) 








on real estate, except in special assess- 
ment bonds and then only under ex- 
tremely difficult and complicated 
methods. 

Various states have taken other ac- 
tion to protect property-holders as 
against bondholders; in this light we 
can look on the Michigan law limiting 
taxation to 144% of assessed valua- 
tions, the West Virginia law providing 
a limit ranging from 4% to 1%4% on 
different types of property, the Texas 
law exempting the first $3,000 of value 
of resident homesteads, and the Wash- 
ington law limiting taxation to 40 mills 
on assessed valuation of 50% of true 
value. 

On the other hand, constructive steps 
have been taken which should 
strengthen the foundation under muni- 
cipal bond financing for the future. A 
striking case was that of Fall River, 
Mass., which had suffered from the 
general decline of the textile industry 
in New England. Population had de- 
clined from 119,295 in 1910 to 115,- 
274 in 1930, and finally the burden of 
financial obligations became too heavy 
to carry. The State of Massachusetts 
stepped in to form a board of finance 
of three members, only one a resident 
of Fall River, with extremely far-reach- 
ing powers over finances. It floated a 
bond issue +o retire short-term debt, 
took energetic action to collect out- 
standing delinquent taxes, and made 
provision for the retirement of judg- 
ments already obtained out of future. 
budgets. Total expenditure was sub- 
stantially reduced, and inflated valua- 
tions of industrial property cut down 
toward actual values, although it was 
necessary to raise the rate of assess- 
ment. 

Similarly, when the extremely bad 
financial regime of North Bergen 
Township in New Jersey finally blew 
up, the state created what was in effect 
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a receivership commission to supervise 
the financial operations of the town- 
ship, cutting down budgets, reapprais- 
ing properties, speeding up tax collec- 
tions, and retiring funded debt. 

Similar state commissions have been 
appointed by North Carolina, Ohio 
and Michigan, the latter especially to 
supervise refunding operations and en- 
sure that the refunded obligations were 
within the power of the community 
to pay. 

A more general method of dealing 
with municipal difficulties was pro- 
posed by the McLeod bill for mora- 
toriums of 2 to 10 years, under the 
Federal Bankruptcy Act, which was 
tabled by the House Judiciary Com- 
mittee. An alternative bill which was 
before the same committee and has re- 
ceived more favorment is the Wilcox 
bill, which provides that any city or 
taxing district may, under the provi- 
sions of the Federal Bankruptcy Act, 
go to a Federal court together with 
the holders of 50% of the claims 
against it and apply for an orderly re- 
adjustment of its finances. A hearing 
must then be held within 90 days, and 
if a plan is worked out which meets 
the approval of 75% in amount of its 
creditors, such plan then enters into 
effect. 

Efforts on the part of certain munici- 
palities to get out of their difficulties 
by recourse to direct borrowing from 
the Reconstruction Finance Corpora- 
tion have been fruitless, where it was 
a question of meeting financial obliga- 
tions. Where the loans were presum- 
ably for the construction of self-liqui- 
dating public works, of course, greater 
liberality has been shown, although such 
loans will have to be considered from 
the standpoint of the additional bur- 
den which they impose on the future. 


A number of concrete proposals have 
been made by representatives of in- 
vestment interests which will go far to 
remedy the situation. The establish- 
ment of reserves against tax delinquen- 
cies, quarterly and in some cases even 
monthly tax collections to reduce the 
necessity for borrowing in anticipation 
of collections, and the supervision of 
the state over municipalities threat- 
ened by financial collapse, are among 
them. 


Constructive Measures 


Other proposals which are in part 
being put into practice in different lo- 
calities are: the segregation of income 
for the specific purpose of meeting 
financial obligations, the installation of 
more rigorous accounting systems (as 
witness the recent audit of the finances 
of New York City by a private ac- 
counting firm, which incidentally com- 
mended the methods of its existing 
authorities), limitations on the pur- 


poses of new bond issues with a spe 
cific prohibition against funding ac. 
cumulated deficits, limitations on the 
rate of increase of funded debt or the 
percentage of special assessment bonds 
to total valuation (1% in the case of 
Michigan), extension of existing re. 
strictions to include overlapping dis. 
tricts, and the limitation by the state 
of the right of municipalities to issue 
new bonds where the rate of tax de. 
linquency is high, indicating that the 
existing financial burden is high in pro. 
portion to the ability of the property 
to bear it. 


The adoption of these measures will 
go far to insure the increased safety of 
municipal bonds in the future. The 
group as a whole has been slow in 
following the trend of deflation; it was 
not until 1932 that the trend of mu 
nicipal expenditures began to point 
downward, and the policy of reducing 
expenditures as well as looking for new 
sources of income developed. One rea- 
son for the relatively small proportion 
of defaults has been the extraordinary 
effort on the part of municipalities in 
weak financial position to keep their 
credit intact at all costs, and it is by 
no means certain that further defaults 
and receiverships will not occur in the 
near future, as a result of the failure in 
the past to clear up unhealthy situa- 
tions, where industrial, public utility 
and railroad companies in similar finan 
cial plight have frankly accepted the 
situation and deflated their finances to 
correspond to changed economic situa 
tions. 


Relief in Sight 


The recent turn in the economic sit- 
uation will relieve the pressure on cer: 
tain hard-pressed municipalities, in the 
first instance by making it easier to 
borrow and particularly on short-term. 
This of course has its own dangers, but 
it will tend to avoid situations where 
an intrinsically sound bond is defaulted 
because of inability to mobilize through 
bank credit sums which would be avail- 
able from tax collections in a relatively 
short time. The rising level of prices 
will tend to increase certain of the 
costs of carrying on the work of the 
municipality, but only to a limited ex’ 
tent compared to the relatively stable 
expenditures for salaries and wages. 
On the other hand, it will somewhat 
broaden the margins of taxation, which 
were drawn uncomfortably tight during 
the deflationary years. 

On the whole, we can say that the 
outlook for well-selected miunicip 
bonds is more attractive than it ha 
been since before the depression, in 
that both the immediate factors and the 
longer-term improyements in financ 
soundness favor the} discriminating 10 
vestor in this field. .., . 
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What the Rubber Dollar 
Means to Business and 
Investment 


(Continued from page 363) 
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ax de. § would be far more play for meritorious 
at the ig fluctuations in the prices of individual 
in pro fg isues than at present — fluctuations, 
‘Operty that is, based on realities, instead of 
mob psychology and hunches. The 
es will y speculator who is such as a student and 
ety of judge of values, rather than as mere 
The jg lover of hazards, would find the new 
ow in fy scene much to his liking and profit. 
it we This discussion has proceeded 
f my fy ‘ther on the assumption that a fixed 
point fg Price level is a desirable thing and that 
Jucing  ? managed currency is the one sure 
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way of procuring it. 





ir new ; ‘ 
e rea fg dent Roosevelt is concentrating on se- 
ortion jg cuting a balanced national economy 
jinary through control of production rather 





than “rubbering” the dollar and of 







ies in * 4 
their @ ‘ising prices through the same means, 
is by instead of amputating a part of the 

faults @ $00 dollar or inflating the currency. 





But almost everybody blames money 
or credit for the depression because the 
great fall of the price level is attributed 
to the rigidity of the dollar and the 
sarcity of gold. Booms and slumps 
are laid at the door of the inelastic dol- 
lar, and a level price is considered the 
surest promise of a prosperous future. 
The old school economists regard this 
level-price talk as what they would 
call “boloney” when in their shirt- 
sleeves. There are a few of them left 
and they still speak right out in meet- 
ing. Let us leave this discussion with 
the hint that level prices may not be 
the door to a golden age of placid 
prosperity and quiet content. Says 
Dr. A. C. Miller, member of the Fed- 
eral Reserve Board, testifying before a 
U. S. Senate Committee: 
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Ited ‘s 
vai How do production costs ordinarily 
vail’  ‘™2 in a progressive society? They 
vely f ™ down, do they not? That is what 
rices gS Meant by progress—technological im- 
the ff Provement, more efficient production. 





Unless wage payments increase enough 
to absorb all the savings made possible 
by more efficient methods, the proceeds 
of the sale of goods at stable prices are 


the 
| ex: 
able 














ges. : 
2 a going to go somewhere else. Where? 
hich Into profits. And when conditions 
ring avor a profit inflation the stage is 
set for a speculative boom. Most of 

a the stabilizationists in this country— 
ical the investment bankers and so on—are 
a unconscious inflationists. What they 
in want is rising profits insured by a stable 

‘the Price level. I might say that in the 
cial Ong run a piece of legislation of this 
i kind (the Goldsborough price stabiliza- 





tion bill) might be expected to insure 
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subscribe to some good advisory service at once! 


—but try this service 
one month first! 


Rising stock prices run into sudden red light stop signals. Like a high-powered 
automobile, a stock trader must have good brakes. (Certainly you do not need an 
Advisory Service to tell you business and stocks are in an Uptrend.) 

In June and July, Neill-Tyson proved that its testing for weak spots often finds 
them. Our Protective Advices indicate price crests, when margins are dangerous 
and it is best to take profits and have cash ready for a buying point. 

Important: Bargain hunting for advisory service is time wasted. Medium Term 
Trading Service is worth $150 yearly or it is worth less than nothing. 


one month Neill-Tyson Service 
eae 


ee 








NEILL-TYSON 
SERVICE 


INCLUDING 
Neill ~ 


aAFET V PLAN 


MARKET TRADING 


— oy ee ee ee eg ee ey pe 


NEILL-TYSON, INC. Humphrey B. Neill, President 
Investment & Trading Counsel, 347 Madison Avenue, New York, N. Y. 


Gentlemen: I accept your offer—enter my name the same as regular subscription giving me 
option at end of one montk either to remit $150, the present subscription rate for one year, 
or I will notify you to cancel my subscription and then will owe you nothing. (Send telegrams 
collect.) 





The nub of this trial offer is that we want you to be sure that 
the Neill-Tyson Service is the one which fits your individual 
requirements, Therefore, without obligation, you can enter your 
subscription for one year at $150 but you do not decide until 
after the first monzh—then, if you like it, you pay the $150; 
if, you do not, you write us to cancel and then, of course, you 
owe us nothing. This offer has appealed to executives and traders 
preferring service permitting them personal choice and discre- 
tion. Sign coupon—service will start at once. 
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AGP OR isa rors ors hia 3 oa ees 6S ae ably winnie sjale's se Bo selele S Sse Tae e Oe Tee eee Cee M.W.S.-8-15 
The public utility system of... 
Standard Gas and Electric Company 

SET RSENS 











serves 1,664 cities and towns of twenty states .. . com- 
bined population 6,000,000... total customers 
1,588,055 . . . installed generating capacity 1,587,004 
kilowatts ... properties operate under the direc- 
tion of Byllesby Engineering and Management Corpo- 
ration, the Company’s wholly-owned subsidiary. 


MARKET STATISTICS 

















N. Y. Times 
N.Y. Times Dow. Jones Avgs.— 7—50 Stocks——, 
40 Bonds 30 Indus. 20 Rails High Low Sales 

Monday, July 3...... 75.94 103.77 53.38 94.80 91.62 6,726,650 

Tuesday, July 4..... HOLIDAY—EXCHANGE CLOS 
Wednesday, July 5... 75.91 102.73 54.36 94.78 91.00 5,802,460 
Thursday, July 6..... 76.39 104.98 56.36 96.05 91.98 6,541,320 
Friday, July 7....... 76.99 105.35 56.53 97.94 98.90 6,977,230 
Saturday, July 8..... 77.24 105.15 55.67 96.04 94.19 3,007,530 
Monday, July 10..... 77.01 104.08 54.738 95.72 93.22 4,888,065 
Tuesdy, July 11..... 77.12 103.08 54.24 95.55 92.37 5,287,425 
Wednesday, July 12 77.44 104.55 54.30 95.17 92.38 5,186,360 
Thursday, July 13... 78.24 106.51 55.52 97.86 94.52 7,449,320 
Friday, July 14...... 78.50 105.04 54.81 96.75 93.79 5,232,260 
Saturday, July 15.... 78.65 106.10 54.69 95.56 93.87 2,242,460 
Monday, July 17..... 79.14 108.27 55.10 97.97 94.90 6,386,370 
Tuesday, July 18..... 79.31 108.67 55.63 98.05 95.51 6,586,713 
Wednesday, July 19... 79.07 103.58 54.01 97.24 91.57 7,445,960 
Thursday, July 20 78.22 96.2 49.56 94.40 85.34 8,118,210 
Priday, July 21...... 76.46 88.71 44.82 88.37 76.53 9,573,900 
Saturday, July 22 76.16 88.42 44.32 82.16 77.13 4,224,070 
y, July 24..... 76.96 94.28 47.31 84.88 81.42 3,419,510 
Tuesday, July 25..... 77.19 92.83 46.98 86.29 82.33 3,536,240 
Wednesday, July 26 77.55 95.05 47.25 85.11 82.56 2,039,862 
Thursday, July 27 78.01 96.03 48.31 86.60 83.98 2,461,670 
Friday, July 28..... 77.99 94.54 47.81 85.80 83.70 1,390,555 

Saturday, July 29...,. EXCHANGE CLOSED— 
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RESTAURANT 


ROBERT 


33 West ssth Street 
NEW YORK CITY 


oe coal 
A socially popular rendez- 
vous that has achieved a 
vogue among smart people. 
An unexampled cuisine 
served amid an invitingly 


artistic atmosphere are the 
reasons why. 
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Telephone: 
CIrcle 7-6466 


“Coolest Restaurant 
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You Profit in 
“Appearance” 


. when you wear Shot- 
land & Shotland custom- 
tailored garments. 

It has been our pleasure 
to provide our good clientele 
with custom-tailored  gar- 
ments, made from imported 
fabrics—cut and designed 
to suit their pleasure—and 
with a superb workmanship 
that assures perfection. 


In spite of adancing 
woolen prices—we have not 
increased our price as yet. 
It will therefore be to your 
advantage to select. your 
Fall clothes now. 


Samples of cloths and style 
booklet sent on request. 


Shutlaw & Shutland 


ANNUITIES—AND SEPTEMBER ist 
You ean save about five hundred dollars (per 
320.000.) on your annuity, if you buy it wed 
ore September ist. Rates are going 

account of longevity «ef annuitants and 


on 
gher 
taxes. Most com ies have already increased. 
ANNUITY INCOMES ARE FREE FROM ALL 


INCOME TAXES, FOR MANY YEARS. For 
information on Life, Refund, Joint, and De- 
ferred Annuities, without cost or obligation, 
write, telephone or wire 

STANLEY M. KROHN & ASSOCIATES, 


225 Broad New York, N. Y. 
Tel. Barclay 7-4500 
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that the country from time to time will 
have profit inflation, speculative booms 
and speculative collapses. 

And just as a further stimulus to 
thought it might be added that Dr. 
Miller does not believe that world 
prices go up and down with gold pro- 
duction; he has little faith in the quan- 
titative theory of the volume of money 
as a dominant factor in price determina- 
tion. “Whether the average of prices 
goes up or goes down,” he says, “is of 
little consequence to the good func- 
tioning of the economic system, either 
of this country or of the world. The 
important thing is that there shall be 
stability in price structure—in the rela- 
tionship of prices to one another.” 








Agriculture’s New Deal 
(Continued from page 372) 








A quick comparison with the cost 
figures auoted show the crushing losses 
which the farmer was facing month 
after month. The price table just 
comes down in date to where the ad- 
vance began to shed a little light on 
the road ahead for the farmer, if his 
mortgage could be held off until he 
could get another crop. 

There is just one other aspect of the 
market and its recent advance; the 
campaign for curtailment of wheat 
acreage was certain to slow down if 
wheat held around $1.25-$1.35, to say 
nothing of possible importations. In 
cotton the position was reversed. We 
were marking our cotton up to a point 
where export would cease and we are 
obliged to find a foreign market for a 
good half of our cotton. Thus in both 
cases too high prices were militating 
against the program to which we are 
all subscribing, whether we sympathize 
in full with every detail or not. 

The Agricultural Adjustment Ad- 
ministration’s plans admit of no com- 
mand save “Full Speed Ahead.” There 
is no provision for a look backward, 
let alone any backward turning. As 
corn, hogs and tobacco are brought 
within the scope of the adjustment we 
shall begin to know its possibilities for 
the revival of our agriculture. 

In this writer’s most humble opinion 
one of the most important moves in 
agriculture is the President's just-an- 
nounced organization of a back-to-the- 
land movement, by which it is proposed 
to locate urban unemployed on small 
farms, where they can grow their own 
food. “Where we can grow our own 
food” should be the slogan on big farms 
and little ones, but this is the one real 
way out for the jobless man who may 
happily know how to handle a garden, 
a poultry yard, a one-cow milk-lot, a 
small orchard and berry patch. The 


conference to forward these plans is 
to be held at once; it includes among 
those invited William C. Vereen, of 
Moultrie, Colquitt Co., Ga., the man 
chiefly responsible for the Colquitt 
County plan and one of the country’s 
outstanding authorities on the small 
farm. At least the conference may 
know that it can be authoritatively in- 
formed. 








France Fights for Gold 
(Continued from page 368) 








prospect of abandonment of gold than 
as a means of support of the franc. 
It is obviously better to pay off inter- 
national loans while the franc is at 
par. But the French people are ready 
for a fight to save the franc, and in 
that mood may insist on a balanced 
budget. Whatever be the outcome, 
the government must first put up a 
bitter fight for gold in order to save its 
face. It will be recalled that in 1931 
when the British government was in 
a similar position it made a desperate 
fight before final surrender—obtaining 
credits of 250 million dollars from the 
Bank of France and the New York 
Federal Reserve Bank. Incidentally, it 
is recalled that in its efforts to save the 
pound the Bank of France left its 
balances in London undisturbed and 
took a loss of 80 million dollars when 
the pound crashed. 
But with every intention of saving 
the franc the issue may depend upon 
what the government and the people 
will prefer to do if an international 
run starts on the franc, which seems 
inevitable if the adverse balance of trade 
is not soon overcome. It is commonly 
believed in Europe that France may not 
be able to hold out longer than October 
when Parliament convenes and the gov: 
ernment is subjected to a test on its 
budget balancing program. Imports ex- 
ceeded exports by four billion francs in 
the first four months of the year—a 
gain in the adverse balance of about a 
billion francs as compared with last 
year. The building up of the huge gold 
reserves of the Bank of France has 
vastly depleted French balances abroad 
and it is doubtful whether current re- 
mittances can offset the debits of trade. 
Hoarding at home must also be taken 
into account. France not being on a 
gold coin standard, but on bullion, the 
Frenchman cannot divert coins to his 
stock. Accordingly, the hoarders buy 
slices of gold bars from the jewelers 
who can command 200,000 francs— 
the minimum amount of conversion 
into bullion at the Bank of France. 
Besides the trade balance and 
domestic hoarding, there is the fact 
that 25 to 50 per cent of the gold in 
France is on foreign account, it having 
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Guesswork Has No Place in Investing 


If you are to be a successful investor today, you must know 
when to act, what to do—and why 


By A. W. WETSEL 


ROGRESS is the result of 
Prranned action. Inactivity, of- 

ten the result of indecision, is 
the cause of retrogression. Accord- 
ingly, it now is widely recognized 
that financial progress, including 
the protection as well as the growth 
of capital, is dependent upon sound 
action. For, if you are to make 
financial progress through other 
than sheer luck, you must know 
when and how to act. With such 
knowledge you can capitalize op- 
portunities as they are presented. 


Importance of 


Method Used 


Today, as in any period, it is the meth- 
od you use that counts. Many regret- 
fully look back to last spring when 
security prices were about 50 per cent 
lower. Having no sound method for 
knowing, they guessed wrong and failed 
toact. Yet at that very time, when they 
thought securities were too high, it as 
known that securities should be bought. 
And Wetsel clients were so advised. 


Now that the rise did occur, some can 
only think of the opportunities they 
missed. They look backward instead 
of forward. With security prices never 
stationary, with conditions ever shifting, 
with the irresistible forces that govern 
security markets ever changing, new op- 
portunities constantly become available. 
Especially is this true during a period 
of rising prices. 


What the Investor 
Should Know 


By that we do not mean that an in- 
vestor should rush in and “buy some- 
thing” blindly because of a tip, a hunch, 
Nor on the belief that such action is 
sound. How much better it is to know 
WHEN to buy, WHICH stocks and at WHAT 
Prices! And having bought, to know 
WHEN to sell (and accept profits). Such 
knowledge not only is desirable but it 
Is ascertainable. 


Illustrations of How Statistics 
ave Failed 


Many, imbued by the half-truths that 
Were considered reliable guides a few 
ghd ago, continue to stumble along 
ly, guessing as best they know how. 
As, for instance, at one time statistics 
=~ looked upon as reliable forecasting 
actors. Anyone who has followed re- 
cent events knows that statistically a 
company does not change sufficiently in 
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From the Wetsel Record... 


By ignoring all other methods or ‘‘sys- 
tems,’’ the Wetsel method of interpret- 
ing the Technical Factors that control 
market trends and security prices, suc- 
cessfully foretold: 


—the October, 1929, break in Septem- 
ber—end again on October 7 of that 
year. 

—the break of May, 1930, when others 

roclaimed the market was definite- 
y on its way to ‘‘normalcy.’’ 


—the break of April, 1931, when busi- 
ness indices and statistics indicated 
broad improvement. Wetsel 
wired his clients to sell both in- 
vestment and trading holdings. 


—five major upswings that occurred 
during this period. 


—rising market of last summer (on 
July), at a time when statistically 
the country was at the lowest point. 
And at which time most investors 
overlooked a major opportunity for 
fortifying their positions and mak- 
ing profits. 


—the market rise following the bank 
moratorium. After advising clients 
to stay out of the market during 
February, specific buying recom- 
mendations were issued on February 
27 and on March 1. Profits were 
taken after sensational rise follow- 
ing the reopening of the Exchange. 


—the beginning of the gold embargo 
market. Purchases again being made 
on April 14-17—two to five days 

rior to the sensational rise follow- 
ng the embargo. 


—the long persistent Spring rise, fol- 
lowing the gold embargo soon again 
afforded large profit opportunities as 
buying instructions had been issued 
two to five days prior to the begin- 
ning of the rise. 


These instances are given because the 
dates and what they signify are so well 
remembered. But, they also emphasize 
the necessity for forecasting short swings, 
which may aggregate even more profits. 











a month’s time to justify its stock dou- 
bling in price. Yet that is exactly what 
happened recently in more than a few 
cases. What then was the cause? 


During the long bear market the mar- 
ket price of a well-known stock declined 
to less than five per cent of its 1929 
value. When the market started up- 
ward that stock quickly 
trebled in value. One of the 
company’s officers forcibly 
stated, “I don’t know any rea- 
son why it should go up. The 
figures certainly don’t justify 
it.” Shortly afterward, how- 
ever, that stock sold at over 
five times its low of a short 
time ago. Recently this ex- 
ecutive said, “We have cer- 
tainly had a big pickup in 
business. It looks like those 
prices I ridiculed were justi- 


fied.” 


Forces That Control 
Market Prices 


This experience is related because it 
vividly points out the necessity for eva- 
luating all the forces that govern se- 
curity prices and market trends. 


Through experience and _ constant 
analysis the action or price movements 
to be caused by these irresistible forces 
can be pre-determined with a better than 
average degree of accuracy. Through 
interpretation of this knowledge you can 
know when and what to buy and sell. 


Supplying such information is part of 
the function of this organization of in- 
vestment counselors. ‘From the manage- 
ment of large investment estates to the 
supplying of pertinent information for 
the small investor, there is a Wetsel 
service suited to every need. 


Protection Through Action 


The cost of this service is relatively 
small. It tells you when to invest— 
often at a time when you might other- 
wise overlook the opportunity. It tells 
you when to sell—enabling you to real- 
ize the profits earned through apprecia- 
tion and often preventing serious losses 
due to reactions. Wetsel Service, by 
telling you what to do and when, therefore, 
should prove profitable to you because of the 
added protection and appreciation of opportuni- 
ties it affords. It makes financial progress 
more likely because it stops guesswork and 
tells you what action to take. 


Send for This Free Booklet— 
See for Yourself 


The Wetsel philosophy of sound investing is 
to gain protection and appreciation of capital 
funds through action. This method is fully 
described in our booklet, ‘‘How te Protect 
Your Capital and Accelerate Its Growth.’’ This 
booklet, we believe, has been more widely read 
than any recent piece of financial literature and 
may be had upon request. Fearlessly it exposes 
the fallacies and half-truths that proved to be 
such misleading and costly guides. Clearly, it 
shows a way to substitute sound methods for 
those which have proved to be inadequate. Act 
today — send for this booklet now —see for 
yourself if this method might help you. 


A. W. Wetsel Advisory Service, Inc. 
Investment Counsellors 


Chrysler Building New York 


A. W. Wetsel Advisory Service, Inc. 
Chrysler Building, New York 


Please send me, without obligation, your book- 
let, “How to Protect Your Capital and Accele- 
rate Its Growth.” 
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KEEP POSTED 


The pieces of literature listed below have 
been pre with the utmost care by 
ouses advertising in this issue. 
They will be sent free upon request, direct 
from the issuing houses. Please ask for them 

. e urge our readers to take 
full advantage of this service. Address 


Keep Posted Department, Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*‘TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


PARTIAL PAYMENT PLAN 
An old established New York Stock Ex- 
change house is issuing a booklet describ- 
ing a method by which listed securities 
may be purchased on monthly install- 
ments in odd lots or full lots. (813) 


ELECTRIC BOND & SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898) 


“HOW TO PROTECT YOUR CAPITAL 
AND ACCELERATE ITS GROWTH — 
THROUGH TRADING’’ 
Is the title of an interesting article by 
E. B. Harmon of A. W. Wetsel Advisory 
‘os sent to investors on request. 


BROKERAGE SERVICE TO INVESTOR 
AND TRADER 
Springs & Co., Members New York Stock 
Exchange and other leading exchanges, 
have prepared an interesting folder on 
brokerage service to investor and trader. 
Copy gladly sent upon request. (948) 


22 MONTHS IN AND OUT OF STOCKS 
Neill-Tyson, Inc., have issued a record of 
market forecasting accuracy. Sent upon 
request with current market forecast bul- 
letins. (951) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors on request. (953) 


MONTHLY STOCK RECORD 
Dunscombe & OCo., offer 180-page booklet 
containing statistics on securities listed 
on all principal stock exchanges. Copy 
sent on request. (959) 


EXACTING INHERITANCE 
TAXES. AND ESTATE 


A brief explanation with tables explaining 
how they work; shows how losses can be 
eliminated by proper planning; how Life 
Insurance may offset this loss, whether 
insurable or not. (962) 














The Board of Directors have this day de- 
clared the regular quarterly dividend of 75c 
per share on the Convertible Preference Stock 
of this Company, payable September Ist, 1938, 
to stockholders of record August 17th, 1933. 
Transfer books will not close. Checks will be 
mailed. 

JACK COHN, Vice President. 

July 28th, 1933. 





PRINTING SALESMAN 


To a man with established clientele, good 
proposition offered by Old Established House, 

wing account. Replies Confidential. Ad- 
dress Box 150, Magaziie of Wall Street. 





CONTRACT PRINTING 
Downtown peeing concern eee of doing 
PRINTING, RULING AND B ING, wish to 
do CONTRACT PRINTING for one or two Be- 
tablishments Exclusively. Address Box 151, 
Magazine of Wall Street. 
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been sent there as a safe refuge-and 
storage of values. If the international 
hoarders lose confidence in the franc 
they may prefer to withdraw their gold 
if they can find some better place for 
it. As yet, however, the amount of 
gold in the Bank of France remains 
approximately the same as for the last 
fourteen months. On the other hand, 
it must be recalled that the United 
States suspended gold payments while 
the Reserve Banks still had almost 
record gold surpluses. An ominous 
sign is that the foreign exchange ac- 
count of the Bank of France has fallen 
off about 60 per cent since April, 1932, 
indicating that the battle for the franc 
has heretofore been urged with ex- 
change instead of gold. 

The futile International Economic 
Conference has adjourned to await the 
outcome of the struggle between gold 
and paper. If the franc loses, the 
other gold currencies will sink with 
it, and the world will be in a chaos of 
exchange fluctuations with no gold 
standard to use in its money calcula- 
tions. By that time the United States 
will probably have adopted a new 
monetary policy and will be ready for 
international stabilization. If France 
holds on to the end and keeps the flag 
of the gold franc flying her financial 
prestige in the world will be enormous- 
ly increased. While she is now follow- 
ing one road and the United States 
another, victory for the gold franc will 
be a powerful influence for our return 
to gold—perhaps without modification 
of the gold content of the dollat. 

If the battle for the franc is lost 
the effects in France may not be seri- 
ous. The devaluation of the franc in 
1928 may leave little room for decline 
of an inconvertible franc. The price 
level in France is relatively very high; 
the gold franc probably having a lower 
gold content than the standing of the 
paper franc indicated. The principal 
adverse effect would be the increased 
price in francs of imported raw mate- 
rials, but that effect has already been 
largely anticipated by quotas and high 
tariffs imposed in an effort to bal- 
ance trade and protect the gold franc. 
On the other hand exports would be 
facilitated. At the same time France 
would, like the United States, be sit- 
ting pretty in a disorderly world with 
a mountainous hoard of gold to inspire 
confidence. 

If, however, the French people 
should be enraged by the desertion of 
gold, a reactionary ministry might be 
returned—one with highly national- 
istic motives, and with a feeling that 
since the world had deserted France on 
the gold question and blocked it on 
reprarations and the “organization of 
peace” France must go it alone in the 
settlement of her international prob- 
lems in Europe. A warlike attitude 


might result, with all its possibilities 
of the disturbance of the peace of 
Europe. The crash of gold might send 
the French army crashing into trucu 
lent Germany. 








How Far Can the Market 
GoP 


(Continued from page 360) 








June quarter earnings statements are 
revealing many cases of broad improve- 
ment. A number of important corpora-~ 
tions have emerged from red ink, 
while others have reduced operating 
losses to an extent which promises 
early profits. A compilation shows that 
180 corporations reported improved 
earnings, as compared with 115 show- 
ing decreased earnings. 

Reflecting the belated summer reces- 
sion, steel operations have dipped 
slightly, losing 1 point in two succes 
sive weeks. And electric power output 
has shown a slightly smaller percent- 
age of gain for the first time since the 
rise started last May, but the Pacific 
Coast has continued to expand its rate 
of improvement. The steel market is 
awaiting support from the heavier in- 
dustries, but in anticipation of greater 
activity early in the autumn, steel 
scrap prices have advanced in nearly 
all market centers. 

Standard rails have become a bul: 
wark of market strength. At the worst 
of the recent break a few, which had 
been stock market favorites of grain 
speculators, had to take forced liquida- 
tion in volume, but they recovered im- 
pressively. In May, the Class 1 rail- 
roads showed their first increase in ton- 
mileage over the preceding year since 
1929, In June the total net income of 
the first 50 roads to report showed a 
gain of 250 per cent over the month 
last year, while gross was up 13 per 
cent. Many roads are showing increases 
in freight handled ranging from 25 to 
more than 40 per cent. These gains 
may be less marked in the near future, 
but finished goods and commodities 
are broadly on the move and rail earn 
ing power bids fair to be restored over 
the next twelve months. 

In summary, we believe that the cur 
rent recession in stock prices offers a 
most advantageous buying opportunity. 
Long-term investors would do well to 
add to their holdings of selected stocks 
on any renewed weakness. Fundamen- 
tal business improvement has not been 
interrupted, and many tricks still re 
main in the inflation bag. Near-term 
traders, of course, may operate with 
increased confidence at the lower price 
levels now prevailing. A good trading 
market should precede the next up 
swing. 
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A Selected Financial Library 
in 6 Volumes 


HESE are standard books published 

by THE MAGAZINE OF WALL STREET 
on modern security trading and investing. 
Written in a concise, easily understand- 
able manner, they give you the result of 
years of research and successful market 
operation—the foremost tried and proven 
methods and the important fundamental 
principles which you can apply to your 
individual needs. 


(No.1) When to Sell to Assure Profits (No. 4) Financial Independence at Fifty 


Goes into detail concerning the fundamental factors that , ; ee 
5 . ae . Outlines successful plans for investment and semi-in- 
affect security values. Covers explicity the important A a : 
tas ; vestment through which you may become financially in- 
principle neglected by many investors (who too often are : 2 : 
ua % 4 dependent. Shows how to budget your income; to save; 
only good buyers) “When to Sell to Assure Profits. : is ‘i 
the kind of insurance most profitable, etc. 


(No.2) How to Invest for Income and Profit 
(No. 5) Necessary Business Economics for 


Explains the fundamental principles essential to profit- 
Successful Investment 


able investing under the new market conditions. Written 
during the depression, it outlines the new policies and “~ Sets forth the significance of supply and demand, the ef- 
procedure necessary for profitable investing today. fect of emia fete bad crops, the ebb sei Gale i owen 
and similar factors which should help you to recognize 
and take advantage of the trend. 


(No. 3) What to Consider When Buying 
Securities Today 


Discusses the advantages and disadvantages of the vari- (No. 6) Cardinal Investment Principles Upon 
ous types of securities as a result of the current business Which Profits Depend 
situation. Tells what to consider in seizing investment 

opportunities in bonds and common and preferred stocks, Tells how to put your financial house in order—how to 
giving valuable pointers in detecting buying, selling and make your plan and carry it out after it is made. Bridges 
switching signals. Contains a concise, timely, treatment many danger spots which otherwise could be avoided 
of the important phases of currency and credit inflation. only through costly experience. 


The entire 6 books are uniform in size and style, pro- “J 
fusely illustrated with charts, graphs and tables, replete | 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


ee ee oe oe oe ee CLIP OUT AND MAIL THIS COUPON TODAY™ 2 === 


r THE MAGAZINE OF WALL STREET, August 5, 1933 
Special Offer 90 Broad Street, New York, N. Y. 


Please send me your complete library of 6 Standard Books on Security Trading 
and Investing. 


Complete Library of $7.50 7) $7.50 Enclosed. 


Entire 6 Books. . 
Please send me books as listed above: Nos. 1-2-3-4-5-6. (Simply check books 


eae , desired, remitting $2.25 if only one is ordered, or $1.50 each if sets of two or 
Individual Price of more books are ordered.) 
Each Book $2.25 ak SA A Enclosed. 


When Sets of 2 or 
More Books Are 
Ordered. Each . . $1.50 























INVESTMENT 9O BROAD ST. 
MANAGEMENT NEW YORK. N.Y. 
SERVICE 


Losses Can Be Halted 
Profits Can Be Made 


A glance at a chart of the stock market over the past year will reveal 
that the most attractive buying levels were presented when “things 
looked blackest.” Those investors who regard periods of price reces- 
sion only as a time to avoid the buying side of the market will clearly 
see that if they had-analyzed the situation properly they would have 
realized the worst had been discounted by the lower quotations pre- 
vailing—and that an opportune time to buy the right securities was 


before them. 


The present is particularly suited for taking the steps necessary if 
you are to come out “on top.” By this we do not mean indiscriminate 
purchases. We refer instead to the elimination of securities the fu- 
ture of which is definitely cloudy—securities which may be expected 
to lag behind the market for some time to come. Such doubtful situa- 
tions should be disposed of promptly in favor of the securities which 
will be certain to participate in the continuing advance of the infla- 


tion market. 


If you will acquaint us with the securities you now hold, the amount 
of liquid capital available for additional employment, and your in- 
vestment requirements and objectives, we shall be glad to tell you 
whether in our belief any of your holdings should be switched at this 
time. We will also tell you how our counsel and facilities can be 
applied to your portfolio and program and what our charge would 
be. Of course, your consideration will involve no cost or obligation 
—and our knowledge of your financial affairs will be held in absolute 


confidence. 
INVESTMENT MANAGEMENT SERVICE 


Te MAGAZINE 
of WALL STREET 














